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Later  it  was  decided  to  broaden  the  organization  to  admit 
all  other  certificated  carriers. 

Q.  Do  you  know  the  extent  of  Eastern’s  investment  in 
Air  Cargo,  Inc.?  A.  Over  $50,000  broken  down  as  fol¬ 


lows  : 

Capital  Stock  .  $  2,000.00 

Operating  Expenses  .  42,993.31 

REA  Audit  .  5,687.60 

Total  .  $50,680.91 


Q.  Does  Eastern  Air  Lines  presently  offer  an  air  freight 
service?  A.  It  does. 

Q.  What  is  the  nature  and  extent  of  Eastern’s  air  freight 
service?  A.  Eastern  now  provides  air  freight  service 
for  and  between  all  the  cities  on  its  system,  including  San 
Juan,  Puerto  Rico.  This  service  is  provided  through  the 
utilization  of  the  available  cargo  capacity  of  all  our 
regular  passenger  flights  as  well  as  by  the  operation  of 
all-cargo  flights. 

At  the  present  time  we  are  operating  one  stripped 
6084  C-47  in  exclusive  cargo  service  on  Route  6  (Trips 
691B  and  692B).  We  are  also  operating  Trips 
691A  and  692A  on  Route  6  primarily  as  cargo  flights. 
Twelve  seats  each  are  held  for  cargo  on  these  flights. 

On  our  combination  passenger  and  cargo  planes  we 
carry,  assuming  a  100  per  cent  passenger  load  factor  and 
a  normal  load  of  gas,  approximately  1500  pounds  of  cargo 
on  a  DC3  and  4000  pounds  of  cargo  on  a  DC4.  The  weight 
seats  held  for  cargo  on  flights  691  and  692  bring  their 
cargo  load  up  to  approximately  4000  pounds. 

Q.  In  terms  of  Eastern’s  system  operations,  how  much 
space  is  available  for  cargo?  A.  Using  the  basic  figures 
which  I  have  just  mentioned,  the  following  amounts  of 
space  are  available  for  air  cargo: 
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Route  6 — Boston-Florida : 
Route  5 — Boston-Texas : 
Route  10 — Chicago-Florida : 
Route  47 — Boston-St.  Louis : 
Route  6 — Detroit-Miami : 


Approximately  55,000 
pounds  daily  each  way 
Approximately  29,000 
pounds  daily  each  way 
Approximately  29,000 
pounds  daily  each  way 
Approximately  6,000 
pounds  daily  each  way 
Approximately  10,000 
pounds  daily  each  way 


This  amounts  to  a  total  of  nearly  260,000  pounds  of 
available  cargo  space  which  Eastern  schedules  every  day 
in  the  year.  This  does  not  include  space  on  such  relatively 
shorter  runs  as  New  York- Washington  and  Chicago- 
6085  Louisville. 

These  figures  mean  that  Eastern  is  scheduling 
approximately  155,000  available  cargo  ton-miles  every 
day. 

It  should  be  pointed  out  that  these  figures  are  most 
conservative  since  they  are  based  on  a  100  per  cent  pas¬ 
senger  load  factor.  Each  empty  seat — and  Eastern  is 
operating  many,  many  of  them — means  an  additional  200 
pounds  of  available  cargo  space — or  45  available  ton-miles 
assuming  an  average  length  of  passenger  haul  of  450 
miles. 

For  example,  taking  Eastern’s  present  system  load  fac¬ 
tor  of  70  per  cent,  the  totals  I  have  just  mentioned  would 
be  increased  62,000  ton  miles.  Thus  Eastern  is  presently 
scheduling  over  217,000  ton  miles  per  day. 

The  figures  I  have  just  given  may  be  used  as  the  basis 
for  determining  the  amount  of  cargo  space  on  DC-3s  and 
DC4s  offered  by  Eastern  at  any  given  time  by  simply 
applying  the  1500  pound  figure  to  all  DC3  schedules 
shown  in  Eastern’s  timetable  and  4000  pounds  to  all  DC-4 
schedules. 
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Q.  Do  you  plan  to  augment  Eastern’s  cargo  facilities? 
A.  We  certainly  do. 

Q.  Will  you  describe  how?  A.  Eastern  now  has  on 
order  14  Lockheed  Constellations — Model  649  with  cargo 
Speedpak — and  25  Martin  202s. 

The  Constellation  has  a  cruising  speed  of  approximately 
8000  pounds.  Assuming  a  daily  utilization  of  10 

6086  hours,  our  fleet  of  Constellations  will  make  avail¬ 
able  168,000  ton  miles  of  cargo  capacity  daily. 

I  should  point  out  that  Eastern  made  its  original  order 
of  Constellation  equipment  contingent  upon  the  construc¬ 
tion  of  the  Speedpak  or  similar  cargo  unit.  We  expect 
delivery  on  our  Constellations  with  Speedpaks  to  com¬ 
mence  in  April. 

The  Martin  202’s  will  also  make  available  a  substantial 
amount  of  cargo  capacity  amounting  to  approximately 
1000  pounds  over  and  above  a  full  load  of  passengers. 
With  a  cruising  speed  of  about  225  m.  p.  h.  and  a  daily  utili¬ 
zation  of  10  hours,  this  means  an  additional  28,125  avail¬ 
able  cargo  ton-miles  which  we  are  adding  to  our  fleet. 

The  addition  of  this  equipment  will,  of  course,  enable 
us  to  retire  some  of  our  present  equipment  from  passenger 
service.  This  we  plan  to  do  as  rapidly  as  feasible.  The 
equipment  which  we  retire  from  passenger  service  can  be 
used  as  needed  in  our  cargo  operations  and  will  increase 
our  cargo  capacity  to  that  extent. 

Q.  Can  you  summarize  what  this  fleet  expansion  means 
in  terms  of  the  volume  of  cargo  service  Eastern  will  offer? 
A.  It  means  that  by  the  end  of  the  year  Eastern  will  be 
scheduling  approximately  500,000  available  cargo  ton- 
miles  daily,  at  least — 182,500,000  available  cargo  ton-miles 
annually  over  its  system. 

Q.  Is  Eastern’s  air  freight  service  a  common  car- 

6087  rier  service?  A.  Yes.  We  have  filed  air  freight 
tariffs  with  the  Board.  Copies  of  our  tariffs  are 

included  following  page  15  of  our  exhibits  in  this  case. 
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Q.  What  is  your  ton-mile  rate  on  air  freight!  A.  Ap¬ 
proximately  23  cents  to  2 6%  cents  per  ton  mile. 

Q.  Have  you  ever  turned  down  an  offer  of  freight  for 
lack  of  available  space?  A.  Not  to  my  knowledge  since 
the  effective  date  of  our  air  freight  tariffs — November  1, 
1946.  Furthermore,  with  the  additional  capacity  becom¬ 
ing  available,  I  do  not  believe  we  will  ever  have  occasion 
to  turn  down  freight  that  is  offered  us. 

Q.  What  have  been  the  results  of  Eastern’s  freight 
service?  A.  They  have  been  most  encouraging.  During 
the  month  of  November — the  first  month  of  our  compre¬ 
hensive  air  freight  service — we  carried  a  total  of  3,339 
pieces  of  air  freight  weighing  110,362  pounds.  Our  revenue 
from  this  business  was  $12,363.06.  In  the  second  month 
of  this  service,  December,  our  net  freight  revenue  was 
$24,425.S8.  This  amounts  to  approximately  52,000  ton- 
miles  carried  during  our  first  month  of  operation  and 
100,000  ton  miles  during  the  second. 

Q.  Can  you  tell  us  how  this  freight  business  is  dis¬ 
tributed,  geographically?  A.  All  over  our  system.  Dur¬ 
ing  the  month  of  November,  1946 — the  first  month  of  oper¬ 
ation  under  our  overall  freight  tariff — 39  of  the  sta- 
6088  tions  on  our  system  originated  air  freight  ship¬ 
ments  which  were  destined  to  51  of  our  stations. 

1  have  no  doubt  that  all  of  our  stations  will  prove  to  be 
substantial  generators  of  air  freight. 

Q.  You  have  previously  described  Eastern’s  air  freight 
service  in  terms  of  equipment.  Will  you  comment  briefly 
on  Eastern’s  air  freight  service  in  terms  of  personnel? 
A.  Yes.  Eastern’s  entire  organization  is  geared  to  the 
selling  and  transportation  of  air  freight. 

In  the  operations  department,  of  course,  all  our  per¬ 
sonnel  are  striving  to  move  our  planes  on  schedule  and 
the  composition  of  the  load  of  any  particular  plane  makes 
no  difference  to  them.  The  same  type  of  comment  may 
be  made  with  regard  to  our  financial,  accounting  and 
clerical  employees. 
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It  is  only  in  the  traffic  and  sales  and  executive  depart¬ 
ments  that  there  is  any  sort  of  classification  of  functions. 

The  attention  of  all  general  executives  is  becoming  in¬ 
creasingly  focused  on  the  air  freight  field.  We  have  been 
intensely  interested  in  the  possibilities  of  air  freight 
field.  We  have  been  intensely  interested  in  the  possibili¬ 
ties  of  air  freight  for  many  years. 

Mr.  Osborne,  our  vice  president  in  charge  of  traffic 
and  sales,  also  is  very  much  interested  in  the  air  cargo 
field  and  much  of  his  time  is  devoted  to  air  freight  prob¬ 
lems. 

The  same  is  true  of  Mr.  Tolman,  our  general  traffic 
manager. 

6089  We  have  also  a  cargo  traffic  manager,  Mr.  Skin¬ 
ner,  who  has  specific  charge  of  the  development  of 
air  cargo  over  Eastern’s  system  and,  of  course,  his  entire 
attention  is  devoted  to  that  purpose.  Mr.  Skinner  has 
been  in  charge  of  Eastern’s  cargo  development  for  many 
years. 

Under  Mr.  Skinner  we  have  Mr.  Stratford  Rice,  who 
is  District  Cargo  Manager  for  our  northern  division,  in¬ 
cluding  Boston,  Providence,  Hartford,  New  Haven,  New 
York,  Newark,  Philadelphia,  Baltimore,  Washington  and 
Richmond. 

We  do  not  yet  have  district  cargo  managers  for  all  of 
our  operating  divisions,  but  we  expect  to  have  within  the 
relatively  near  future  as  our  air  freight  service  increases 
in  volume.  At  present,  however,  we  have  certain  of  our 
more  capable  personnel  in  each  division  correlating  and 
directing  the  air  cargo  solicitation  in  their  areas.  The 
men  I  have  in  mind  in  this  connection  are  : 

Dean  Schwarts — Chicago 

Sam  Walsh — New  York 

John  Grantland — Detroit 

Alex  Harris — Newark 

Frank  Loomis — Charleston,  S.  C. 
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Working  under  and  with  these  men  are  our  salesmen. 
They  sell  air  transportation. 

Back  in  1944  we  assigned  a  group  of  men  to  exclusive 
cargo  work.  The  size  of  the  group  varied — the  maximum 
number  being  16.  These  men  were  based  at  our  major 
cities. 

After  about  a  year  of  exclusive  cargo  work,  however, 
we  reassigned  this  group  to  general  sales  work. 

We  found  out  that  in  almost  all  cases  one  man  can  more 
i  satisfactorily  and  economically  service  an  account 
6090  completely. 

We  found  that,  in  most  cases,  the  same  people 
to  whom  passenger  service  is  sold  are  the  ones  to  'whom 
we  must  sell  cargo  service. 

Under  such  circumstances  it  is  beter  to  have  one  man 
sell  all  the  service  which  Eastern  offers — passenger  and 
cargo — than  it  is  to  have  him  say,  “I’m  sorry  but  I  don’t 
know.  I’ll  have  to  send  the  cargo  representative  over  to 
see  you  and  he  will  be  glad  to  answer  that  question  for 
you.” 

All  of  our  other  traffic  personnel,  including  city  and  field 
agents,  reservations  personnel,  etc.,  of  course,  are  familiar 
■with  Eastern’s  air  freight  service  and  are  willing  and 
anxious  to  do  everything  they  can  to  expedite  any  ship¬ 
ment  of  freight  and  to  provide  the  public  with  informa¬ 
tion  about  the  “Airshipped  by  Eastern”  service. 

I  should  point  out  that  in  some  of  the  smaller  cities 
-which  Eastern  serves  we  have  no  full-time  street  sales¬ 
men  even  for  passenger  business. 

It  is  one  of  the  duties  of  the  senior  agents  in  such  cities 
to  sell  Eastern’s  service. 

These  agents  have  become  thoroughly  acquainted  with 
Eastern’s  air  freight  services  through  an  intensive  educa¬ 
tional  campaign  conducted  by  Mr.  Skinner  and  his  as¬ 
sistants  prior  to  the  inauguration  of  our  comprehensive 
air ,  freight  service  in  November  1946.  These  men  are 
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thoroughly  alert  to  exploit  any  potential  air  freight  busi¬ 
ness  in  their  territory. 

6091  I  should  mention  also  the  cargo  activities  of 
Eastern’s  research  department.  They  have  been 

working  most  intensively  for  many  months  in  analyzing 
the  markets  for  our  services  in  terms  of  individuals, 
companies  and  commodities.  The  entire  research  depart¬ 
ment  has  done,  and  will  continue  to  do,  a  tremendous 
amount  of  work  on  that  subject. 

Whenever  additional  personnel  are  required,  whether 
in  Eastern’s  cargo  operations  or  any  other  part  of  its 
system,  we  will  hire  them. 

Q.  You  have  described  Eastern’s  plans  for  the  develop¬ 
ment  of  air  freight  on  its  own  system.  How  does  East¬ 
ern  plan  to  handle  air  freight  between  points  on  Eastern’s 
system  and  points  on  the  systems  of  other  certificated 
carriers?  A.  We  are  working  out,  and  will  work  out, 
satisfactory  procedures  for  the  interchange  of  such  traffic. 
Eastern  is  willing  to  join  with  other  carriers  in  providing 
the  most  effective  through  service  possible. 

Q.  Certain  applicants  have  stressed  their  so-called 
“pioneering”  efforts  as  an  argument  in  support  of  their 
applications.  What  do  you  think  of  that  argument?  A. 
There’s  no  substance  to  it  at  all.  The  certificated  airlines 
are  the  pioneers  in  this  business.  They  have  been  digging 
into  this  Air  Cargo  problem  for  fifteen  years  or  more  and 
now  that  the  technical  and  business  factors  have  just 
reached  the  point  where  it  makes  sense  to  capitalize  on 
our  efforts,  they  seek  to  claim  the  fruits  of  our  efforts. 

Q.  What  do  you  mean  by  “the  technical  and  busi- 

6092  ness  factors  have  just  reached  the  point  that  it 
makes  sense  to  capitalize”  on  your  efforts  in  the 

air  freight  field?  A.  Simply  this.  The  development  of 
bulk  air  cargo  has  been  dependent  upon  the  development 
of  airplanes  and  other  equipment  that  will  handle  bulk 
property  at  low  rates  profitably. 
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gSucli  equipment  has  not  been  available  to  the  airlines 
until  just  recently.  The  regularly  certificated  air  carriers 
have  been  responsible  for  its  development. 

The  DC2  and  DC3  equipment  which  was  available  to  the 
airlines  prior  to  the  war  would  not  carry  freight  profit¬ 
ably.  It  is  possible  to  carry  substantial  quantities  of  bulk 
freight  in  DC3  type  planes  now  only  because  such  equip¬ 
ment  has  been  made  available  at  greatly  reduced  original 
cost 

The  sound  development  of  air  freight  in  the  future, 
however,  is  going  to  depend  on  planes  which,  if  bought 
new’,  will  carry  freight  profitably  at  rates  which  will  move 
it.  Such  planes  as  I  have  described  are  almost  ready  for 
use  by  the  airlines  in  carrying  freight.  The  fact  that  they 
are  almost  ready  is  due  in  large  measure  to  the  efforts 
which  the  certificated  airlines  have  spent  in  furtherance 
of  their  development. 

Eastern  has  participated  to  a  large  extent  in  the  de¬ 
velopment  of  the  planes  which  the  applicants  are  using 
and  are  planning  to  use  in  their  operations,  including  the 
DC4  and  the  C-46. 

Eastern  has  also  participated  in  the  development  of 
i  the  “Speedpak”,  the  cargo  unit  for  the  Lockheed 
6093  Constellation  which  I  have  described  before.  In  all 
i  cases  wTe  have  insisted  that  the  new’  aircraft  be  de¬ 
signed  with  ample  cargo  capacity. 

In  1939  our  Chief  Engineer,  our  cargo  manager,  and 
others  in  our  organization  spent  a  great  deal  of  time  in 
collaboration  with  the  McDonnel  Aircraft  Co.  in  an  at¬ 
tempt  to  develop  a  cargo  plane  which  would  handle  bulk 
freight  profitably.  Howrever,  that  project  had  to  be  aban¬ 
doned  because  of  the  war  emergency  situation  which  de¬ 
veloped. 

We  have  also  spent  much  time  and  study  on  the  develop¬ 
ment  of  ground  handling  equipment,  tie-down  equipment, 
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etc.,  such  as  experimental  hoists,  chutes,  conveyors,  and 
motorized  cargo  carts. 

Because  of  the  technical  and  business  factors  which,  as 
I  have  mentioned,  are  becoming  right  for  a  profitable  bulk 
property  operation  for  the  first  time,  the  institution  of 
such  service  now,  or  in  the  near  future,  was  inevitable, 
and  the  non-scheduled  applicants  have  not  contributed 
anything  to  the  development  of  that  business  other  than 
a  record  of  huge  losses  which  will,  in  my  opinion,  have 
a  deterrent  effect  on  the  development  of  the  air  freight 
business.  It  appears  to  me  that  some  of  the  applicants 
have  deliberately  sought  to  build  up  such  losses,  by  the 
conduct  of  cut-throat,  unprofitable  operations,  in  order 
to  claim  an  “equity”  in  this  proceeding  and  not  for  any 
bona  fide  developmental  reasons. 

Q.  It  has  been  intimated,  Mr.  Brattain,  that  if  Eastern 
and  the  other  certificated  airlines  had  a  strong  in- 
6094  terest  in  the  development  of  air  freight,  they,  fol¬ 
lowing  the  war,  would  have  brought  large  quantities 
of  surplus  C-47  and  C-54  equipment  and  used  it  for  freight 
purposes.  What  have  you  to  say  as  to  that  contention? 
A.  It  would  have  been  a  foolish  move  on  our  part. 

In  the  first  place  the  C-47  is  not  an  economical  cargo 
plane  even  though  fully  depreciated. 

We  are  operating  approximately  50  DC3s  following  the 
war  and  expecting  imminent  delivery  of  the  C54s,  which 
had  been  allocated  to  us,  and  Constellations  which  we  had 
on  order. 

It  was  contemplated  that  DC3s  in  the  use  in  our  system 
could  be  converted  to  cargo  ships  if  needed  as  the  new 
equipment  was  put  into  service.  As  a  matter  of  mana¬ 
gerial  planning  it  would  have  been  unwise  to  stock  up  on 
a  large  number  of  C47s  when  we  already  had  a  large 
number  ourselves  earmarked  for  eventual  conversion  to 
cargo  ships. 
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As  for  C54s— there  has  never  been  a  surplus  of  good 
C54s. 

Qj  I  understood  you  to  say,  Mr.  Brattain,  that  all 
Eastern’s  cities  were  developing  air  freight.  Can  you 
make  any  statement  as  to  the  correlation  between  the 
freight  and  passengers  generated  by  the  cities  on  East¬ 
ern’s  system?  A.  Yes.  Based  on  our  own  freight  ex¬ 
perience  it  appears  to  us  that  there  is  a  rough,  but  readily 
ascertainable,  relationship  between  them.  By  that  I  mean 
that  it  appears  to  us  that  a  city’s  freight  producing 
6095  potentialities  vary  directly  with  its  passenger  gen¬ 
erating  potentialities. 

Q.  Have  you  any  comment  to  make  on  the  testimony  of 
the  President  of  PCA  that  PCA  is  now  located  in  a  so- 
called  “bad  weather  belt”  which  affects  PCA’s  schedule 
completion  factor  more  than  other  carriers  and  that  on 
January  2,  1946  almost  all  PCA’s  operations  were  can¬ 
celed?  A.  Yes. 

Q.  What  is  Eastern’s  experience  in  that  regard?  A. 
Eastern  is  as  bad  off  in  that  regard  as  PCA.  Specifically, 
I  looked  up  our  schedule  completion  for  January  2nd  and 
found  that  Eastern  was  able  to  operate  only  9.4  per  cent 
of  its  scheduled  mileage  on  that  day.  That  whole  week 
was  bad,  in  fact.  On  December  31st  our  operating  per¬ 
formance  was  only  42  per  cent  of  our  scheduled  mileage, 
on  January  1st  only  15  per  cent,  and  47.2  per  cent  for 
January  3rd. 

Q;  Some  of  the  applicants  in  the  proceeding,  Mr.  Bjrat- 
tain,,  apparently  urge  their  certification  in  this  proceed¬ 
ing  for  the  reason  that  they  employ,  or  are  composed 
largely  of  veterans.  What  is  Eastern’s  situation  in  that 
regard?  A.  I  have  already  mentioned  that  practically 
all  of  the  personnel  who  were  employed  by  Eastern’s 
Military  Transport  Division  are  now  working  for  East¬ 


ern. 
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Of  Eastern’s  6,100  employees  as  of  September  1,  1946, 
2,557,  or  41.9  per  cent,  were  veterans  and  a  good  portion 
of  the  remainder  are  women. 

Q.  Is  there  any  merit  to  the  argument  by  some 

6096  of  the  applicants  that  their  operations  are  “experi¬ 
ments”  which  will  prove  beneficial  to  the  air  freight 

industry?  A.  None  that  I  can  see.  Any  value  which 
their  operations  might  have  as  experiments  is  wholly 
outweighed  by  the  deterrent  effect  which  the  large  losses 
which  are  being  incurred  in  the  course  of  such  so-called 
experiments  will  have  upon  the  sound  development  of 
the  industry. 

Eastern’s  air  freight  operations,  on  the  other  hand,  will 
constitute  a  valuable  “experiment”  in  the  air  freight  field 
because  the  same  problems  the  non-scheduled  operators 
are  “experimenting”  with  are  being  explored  by  Eastern 
in  such  a  manner  that  the  air  freight  industry  will  not 
be  burdened  with  a  large  record  of  losses  as  a  result 
thereof,  but,  to  the  contrary,  in  such  a  manner  that  the 
very  experiment  will  prove  profitable  to  Eastern  as  well 
as  the  public. 

Q.  In  your  opinion,  Mr.  Brattain,  is  the  air  freight  ser¬ 
vice  which  Eastern  is  presently  offering,  and  will  continue 
to  offer,  over  its  routes,  and  the  service  which  it  is  now 
offering,  and  will  continue  to  offer  in  conjunction  with 
other  carriers,  better  adjusted  to  the  public’s  need  for  air 
freight  service  than  the  services  proposed  by  the  appli¬ 
cants  in  this  case,  and,  if  so,  why?  A.  It  certainly  is. 

I  pointed  out  above  that  the  service  which  Eastern  of¬ 
fers  is  on  a  sounder  basis  which,  in  the  long  run,  means 
more  economical  service  for  the  public. 

Secondly,  Eastern  provides  service  for  shippers 

6097  in  all  the  cities  served  by  it — not  just  the  lucky 
ones  in  large  cities  which  the  applicants  propose 

to  serve.  This  applies  to  freight  service  by  all  the  certifi¬ 
cated  carriers. 
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Air  freight  can  be  developed  most  economically  and 
efficiently  in  conjunction  with  a  regular  passenger  and 
mail  service.  Our  passenger  planes  have  substantial 
cargo  capacity,  and  obviously  freight  can  be  carried  on 
them  more  economically  than  on  planes  which  have  no 
passengers  or  mail  to  provide  a  sustaining  revenue. 
Planeload  lots  of  freight  can  also  be  handled  more  eco¬ 
nomically  by  a  carrier  whose  entire  personnel  and  prop¬ 
erties  are  not  dependent  exclusively  on  such  planeload 
movements  which  are,  of  course,  most  difficult  to  maintain 
in  even  flow. 

At  the  same  time,  Eastern  and  the  other  certificated 
carriers  now  have  strong  traffic  organizations  in  the  prin¬ 
cipal  cities.  As  I  have  said,  passengers  and  freight  are 
closely  related  and  passenger  and  freight  traffic  flow  from 
the  same  industries  and  transactions. 

Certainly  a  traffic  organization  geared  to  handle  all 
types  of  traffic,  including  freight,  can  do  a  much  more 
efficient  job,  and  can  provide  far  greater  convenience  and 
flexibility  for  the  traveling  and  shipping  public,  than  could 
an  organization  devoted  to  freight  alone.  Needless  and 
exasperating  duplication  of  effort  would  result  from  set¬ 
ting  up  organizations  to  handle  freight  in  addition  to  the 
existing  certificated  carriers  which  now  have  or  soon  will 
have  more  than  adequate  facilities  for  developing  all  the 
potentialities  of  their  freight. 

Finally,  I  should  like  to  say  that  there  is  no  basis 
6098  whatever  for  the  suggestion  that  exclusive  freight 
i  operators  are  necessary  because  the  existing  cer¬ 
tificated  carriers  lack  incentive  to  develop  freight. 

The  Board  has  authorized  extensive  competition  on  the 
principal  air  routes  of  the  country. 

The  full  effects  of  such  competition  are  not  yet  known. 
One  thing  is  certain — the  major  air  carriers  now  have 
every  competitive  incentive  to  develop  all  kinds  of  traffic 
— including  freight. 
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In  some  cases,  at  least,  substantial  freight  traffic  may 
well  be  necessary  for  survival.  Authorization  of  separate 
freight  carriers  would  merely  drain  away  traffic  which  is 
essential  to  traffic  routes  and  would  make  far  more  diffi¬ 
cult  the  task  of  freight  development  which  the  existing 
carriers  are  best  qualified  to  perform  in  the  public  inter¬ 
est. 

*  •  •  *  • 

Cross  Examination 

By  Mr.  Page: 

•  *  *  *  * 

6101 

•  #  *  •  * 

Q.  Now,  would  you  kindly  look  at  the  fourth  paragraph 
in  the  middle  of  that  statement?  It  was  testified  there 
“The  type  of  equipment  that  I  thought  was  essential  and 
necessary  to  the  orderly  development  of  air  cargo, 
6102  freight,  or  express,  whatever  you  wish  to  call  it.” 

Has  there  been,  for  purposes  of  this  proceeding, 
a  clarification  or  a  more  close  concept  in  the  use  of  terms 
than  is  indicated  by  that  statement?  A.  Well,  I  don’t 
know  that  you  can  ever  draw  any  very  clear  definition, 
very  clear  line,  except  that  express  is  handled  on  the 
schedule  and  handled  immediately  whereas  freight  may 
have  a  deferred  service. 

#  •  «  •  * 

6119 

•  •  #  *  • 

Cross  Examination 

By  Mr.  Morris: 

•  •  *  •  • 

Q.  Well,  just  what  is  the  policy?  How  do  yon  handle 
air  freight  on  your  combination  planes  as  between  pas- 
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sengers,  mail,  and  express?  Which  gets  the  preference, 
and  which  is  held  back  or  deferred?  A.  Passengers  hold¬ 
ing  reservations,  and  the  mail — of  course,  mail  gets  first 
preference  and  the  passengers  holding  reservations  get 
the  next  preference — and  air  express,  and  then  cargo. 

*  *  #  *  ® 


6122 

*  •  •  •  • 

Q.  I  notice  in  a  report  of  your  testimony  appearing  in 
the  Traffic  World  of  December  21,  1946,  purporting  to  be 
a  direct  quotation,  the  following  statement,  speaking  as 
of  the  time  you  testified,  sometime  in  the  month  of 

6123  December:  “Eastern  is  now  operating  52  DC3s  and 
19  DC4s  for  combination  passenger,  mail,  express, 

and  freight  service,  and  two  DC3s  and  a  DC4  for  pilot 
training  and  cargo  purposes.” 

Now,  to  what  extent  were  those  planes  being  used  for 
pilot  training  rather  than  for  cargo  purposes!  A.  Only 
that  DC4  that  I  mentioned  there  is  used  for  pilot  train¬ 
ing  but  is  available  for  charter  operation  and  bulk  move¬ 
ment  of  cargo. 

Q.  So  that  it  would  be  correct  to  say  that  through  the 
months  of  November,  December,  and  up  to  now,  except 
for  necessary  overhaul  or  repair,  or  something,  you  have 
had  two  DC3s  in  all-cargo  operation;  is  that  correct! 
A.  I  think  that  during  December,  if  I  am  not  mistaken, 
we  only  had  one,  but  not  over  two  C-47s  in  100  per  cent 
cargo  operation. 

•  •  •  •  • 

6124 

i  t  •  i  • 

Q.  You  refer  in  your  prepared  statement  to  your  par¬ 
ticipation  in  the  operations  of  Air  Cargo,  Inc.,  and  the 
studies  made  by  that  organization.  I  believe  you  helped 
to  finance  them.  A.  That  is  correct. 
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Q.  Do  you  have  them  available  in  your  organization? 
A.  Yes,  sir. 

Q.  Have  your  air  freight  operating  policies  been  in¬ 
fluenced  by  those  studies  and  reports?  A.  Well,  we  have 
taken  advantage  of  all  the  information  that  was  there 
which  we  thought  was  of  value  and  would  help  us. 

Q.  Do  you  recall  whether  those  studies  contain  an  over¬ 
all  estimate  of  the  air  freight  potential  of  the  country 
available  at  the  different  rate  levels,  say,  for  the  years 
from  now  on  through  the  next  few  years?  A.  I  don’t 
recall  whether  there  is  such  a  chart,  but  there  are  data 
on  that  subject. 

*  *  *  *  * 

Q.  I  gather  from  your  prepared  testimony,  Mr.  Brat¬ 
tain,  that  there  is  no  essential  dichotomy  between  air 
freight  operations  and  operations  such  as  your  company 
has  traditionally  conducted.  For  “dichotomy,”  you  may 
substitute  the  word  “separation”. 

6125 

*  •  •  •  • 

A.  Well,  the  policy  of  our  company  is  that  we  are  able 
and  willing  and  fit  to  provide  all  of  the  cargo  service  that 
is  necessary  over  the  territory  we  serve,  all  of  the  ex¬ 
press  service  that  is  necessary,  all  of  the  passenger  ser¬ 
vice,  and  all  of  the  mail  service. 

We  are  prepared  to  buy  equipment  to  perform  that 
service,  as  necessary. 

•  •  •  •  • 

6133 

•  •  •  •  • 

By  Mr.  Beitel: 

Q.  One  of  the  main  reasons,  as  I  understand  it,  why 
Eastern  is  not  operating  more  all-cargo  flights  is  because 
it  did  not  have  suitable  equipment.  Am  I  correct  about 
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that?  A.  No.  We  put  on  all-cargo  flights  and  took  them 
off  because  there  wasn’t  sufficient  loads. 

We  had  all-cargo  flights  between  Chicago  and  Atlanta 
and  Miami  which  we  discontinued  because  of  lack  of 
6134  sufficient  cargo  to  justify  its  operation. 

*  *  *  *  «> 

6148 

•  •  •  •  * 

Q.  Does  Eastern  serve  the  Lantana  airport?  A. 

6149  We  don’t  serve  airports.  We  serve  the  communi¬ 
ties. 

Q.  Does  Eastern  serve  Lantana?  A.  No. 

Q.  You  don’t  consider  that  Lantana  is  being  served 
through  Eastern’s  service  at  West  Palm  Beach?  A.  Well, 
Eastern  is  serving  all  of  Florida.  Every  city  in  Florida 
is  receiving  service  from  Eastern. 

Q.  Lantana  is  in  Florida.  A.  I  understand  that  it  is. 

Examiner  Cusick:  Do  you  know  where  it  is? 

The  Witness:  Yes,  sir.  Southeast  of  West  Palm  Beach. 
Examiner  Cusick:  How  many  miles,  do  you  know, 
roughly,  from  West  Palm  Beach? 

The  Witness:  It  is  close  enough  that  they  propose 
that  it  be  the  West  Palm  Beach  airport  so  that  if  it 
becomes  the  West  Palm  Beach  airport,  all  the  service  in 
West  Palm  Beach  would  be  in  there. 

W(b  are  serving  West  Palm  Beach  and  Palm  Beach  in 
that  area  through  the  West  Palm  Beach  airport. 

By  Mr.  Beitel: 

Q.  What  I  would  like  to  know  is  this,  Mr.  Brattain: 
Do  you  consider  that  your  present  service  at  West  Palm 
Beach  is  adequate  for  the  needs  of  the  shippers  of  air 
freight  at  Lantana,  Florida?  A.  Yes.  I  maintain  that 
we  can  provide  adequate  service  sufficient  to  take  care  of 
their  needs  as  it  develops. 

Q.  And  you  think  that  as  of  the  present  date,  you  have 
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provided  enough  service  to  take  care  of  their  needs? 
6150  A.  Well,  I  don’t  know  whether  there  have  been  any 
contract  shipments  out  of  there  or  not  If  there 
have,  they  have  taken  that  business  from  us,  or  from 
National,  and  had  we  been  after  that  business,  we  would 
have  taken  care  of  that. 

Q.  How  would  you  take  care  of  a  shipment  out  of 
Lantana,  Florida  of  20,000  pounds  of  flowers  per  day? 
A.  We  would  have  to  buy  some  equipment 

•  •  •  •  • 

6156 

•  •  •  •  • 

And  then  as  your  demand  increased  for  pure  cargo 
flights  they  would  operate.  I  don’t  say  that  there  would 
not  be,  because  I  know  that  there  will  be,  pure  cargo 
flights  that  will  be  operated. 

We  intend  to  operate  those  and  operate  them  at  a  time 
that  is  convenient  for  the  shipper. 

Q.  Now,  when  you  say  “the  shipper”  are  you  including 
in  that  category  a  shipper  such  as  this,  for  example : 

One  who  ships  fresh  cut  flowers  by  air  and  cuts  flowers 
at  a  certain  time,  and  loads  them  on  the  airplane  at  a 
certain  time?  He  is  very  much  interested  in  when  his 
freight  leaves.  A.  That  would  probably  be  contract  ship¬ 
ping. 

Q.  Have  you  had  any  shipments  like  that  over  Eastern 
Air  Lines?  A.  We  have  had  some,  yes. 

Q.  Did  you  handle  those  on  contract  or  common 

6157  carrier  basis?  A.  Contract 

Q.  Do  you  remember  the  rates  quoted?  A.  No, 

I  don’t. 

•  •  •  •  • 

6158  Cross  Examination 
By  Mr.  Beaseley: 
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6159 

•  *  *  *  * 

Q.  Is  it  correct  that  there  are  only  six  present  employees 
of  Eastern  who  are  exclusively  engaged  in  cargo  activi¬ 
ties  ?  A.  No. 

Q.  How  many  would  you  say  are  engaged  exclusively 
in  cargo  activities?  A.  Well,  I  list  seven  here  on  page 
S.  I  don’t  know  specifically  how  many  more  but  a  few 
more — not  many  more  than  that. 

Q.  Not  many  more?  A.  That  is  right.  That  is,  100 
percent  in  the  direction  of  air  cargo. 

Q.  I  am  sorry,  I  didn’t  hear  you.  A.  I  said  that  they 
are  100  percent  air  cargo. 

Q.  Over  and  above  those  few  that  you  just  referred  to, 
the  seven  listed  there,  and  the  additional  few,  it  would 
be  necessary  to  make  an  allocation  of  some  kind  regarding 
the  time  spent  if  a  determination  were  to  be  made  of 
what  percentage  of  time  were  devoted  by  the  other  em¬ 
ployees  to  cargo  and  passengers.  Is  that  correct?  A. 
Yes,  that  is  right. 

•  •  •  •  • 

6166 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Meyers: 

•  •  •  »  • 

6167 

*  •  *  •  « 

Q.  I  also  note  that  in  the  last  fifteen  years,  there  has 
been  a  great  deal  of  intensive  work  on  the  part  of  your 
management  as  well  as  your  sales  department  interested 
in  the  development  of  air  freight. 

Looking  at  December,  then,  since  your  figures  are  for 
the  current  period,  I  would  be  interested  to  find  out  what 
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mountain  this  effort  has  brought  forth,  of  air  freight. 
What  percentage  of  your  available  capacity  in  December 
was  actually  filled  with  air  freight?  A.  Those  figures 
haven’t  been  tabulated  yet. 

Q.  Well,  if  you  will  turn  to  page  7,  you  show  that 

6168  you  carried  100  thousand  ton  miles  during  Decem¬ 
ber.  That  would  be  roughly  3,300  tons  a  day  for 

the  month. 

My  arithmetic  would  show  that  that  was  1.52  per  cent 
of  your  capacity.  Would  you  say  that  that  was  approxi¬ 
mately  correct?  A.  As  I  say,  I  haven’t  figured  it  out, 
but  whatever  the  arithmetic  shows,  I  will  accept. 

Q.  Actually,  you  carried  a  very  small  percentage  of 
the  available  capacity  that  you  have  had?  A.  There  is 
plenty  of  capacity  available  still;  I  will  say  that. 

•  •  •  •  • 

Q.  If  we  take  the  revenues  attributable  to  freight 

6169  revenue  from  your  reports,  and  your  total  revenue 
from  those  reports,  and  calculate  the  percentage 

that  that  freight  is  of  the  total,  would  you  agree  with  me, 
if  my  arithmetic  is  correct,  that  you  have  never  obtained 
as  much  as  one-third  of  one  per  cent  of  your  revenues 
from  air  freight?  A.  Well,  I  said  I  didn’t  know,  so 
whatever  those  figures  show,  that  is  what  they  are.  I  will 
certainly  agree  to  that. 

•  •  •  •  • 

6171 

•  •  •  •  • 

Q.  Well,  did  the  intensive  work  that  your  personnel 
put  upon  air  freight  lead  them  to  consider  the  possibility 
that  air  freight  doesn’t  move  between  the  points  for  which 
Eastern  is  certificated,  and  that  that  may  be  the  reason 
you  are  not  carrying  large  volumes  of  freight?  A.  No. 
Q.  Do  you  know  how  many  tons  of  strawberries  are 
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flown  into  Atlanta  each  year?  A.  No.  It  is  a  large  per¬ 
centage;  I  know  that.  But  the  exact  tonnage,  I  don’t 
know. 

Q.  Where  is  it  from?  A.  Well,  there  are  strawberries 
that  come  up  from  Texas. 

6172  Q.  And  do  they  also  come  from  California?  A. 
Some. 

Q.  Could  you  carry  freight  from  those  areas  on  your 
scheduled  operation?  A.  No,  that  is  a  contract  job.  I 
haven’t  denied  that  there  is  room  for  contract  operation. 

Q.  You  state  it  is  a  contract  job.  If  the  wholesale 
florists  of  Los  Angeles  daily,  between  them,  tender  plane¬ 
load  lots  of  flowers,  but  none  of  them  tender  a  single 
planeload  lot,  would  you  say  that  was  a  contract  opera¬ 
tion  or  a  common  carriage  operation?  A.  That  would  be 
common  carrier. 

Q.  You  don’t  know  whether  that  is  the  actual  fact  to¬ 
day?  A.  I  am  not  familiar  with  the  situation  on  the 
West  Coast.  I  haven’t  investigated  that. 

•  •  •  •  * 

6175 

•  •  *  •  • 

Q.  Have  the  studies  of  Air  Cargo,  Inc.  progressed  to 
a  point  where  you  can  state  that  Eastern  is  in  agreement 
with  the  program  that  is  to  be  divulged  at  the  end  of  this 
hearing  by  a  witness  for  Air  Cargo?  A.  I  am  quite  sure 
that  the  pertinent  information  of  Air  Cargo  is  not  going 
to  be  divulged  at  this  hearing  or  anywhere  else.  That 
represents  a  lot  of  statistical  information  which  we  have 
accumulated,  which  is  competitive  in  nature,  and  we  don’t 
intend  to  disclose  it.  We  intend  to  use  it  for  the  develop¬ 
ment  of  the  business  in  our  territory  and  for  the  public 
at  large. 

Q.  Is  the  membership  of  Air  Cargo,  Inc.  a  restricted 
membership?  A.  Restricted  to  certificated  carriers;  that 
is  correct. 
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Q.  And  the  information  is  to  be  used  jointly!  A.  For 
those  who  financed  Air  Cargo,  Inc.,  yes. 

It  represents  a  good  many  thousands  of  dollars  of  in¬ 
vestment,  and  we  don’t  intend  to  give  it  away.  That’s 
just  good  business  too. 

Q.  Let’s  proceed  on  that.  The  applicants  here  have  fur¬ 
nished  substantial  statistical  data.  Would  you  also  use 
that  in  your  studies  in  connection  with  what  should  be 
done  in  the  future  as  to  air  freight!  A.  I  don’t  know 
what  you  have  furnished  here.  I  haven’t  gone  over 
6176  what  you  have  furnished.  Anything  that  you  care 
to  furnish  voluntarily,  certainly  we  will  use  for 
whatever  it  is  worth. 

Q.  But  it  is  your  position  that  the  jointly  arrived  at 
data  of  the  certificated  carriers  through  Air  Cargo,  Inc. 
should  be  suppressed  and  held  solely  for  their  benefit! 
A.  Not  suppressed,  at  all.  It  is  a  matter  of  business. 

Q.  Well,  held  confined!  A.  We  spent  the  money  de¬ 
veloping  it  for  our  own  business,  and  we  are  going  to 
use  it  for  our  own  business. 

•  •  •  •  • 

6179  Q.  Now,  there  were  some  expenses  involved 
generating  that  three  thousand  dollars  of  air 
freight!  A.  Specifically  as  to  air  freight! 

Q.  Yes.  A.  Well,  I  don’t  know  what  percentage.  But 
I  say  that  the  air  freight  and  air  cargo  are  handled,  as 
to  the  solicitation,  together,  and  you  must  figure  the  gross 
revenue. 

Q.  And  make  your  necessary  allocations  as  between 
them!  A.  I  don’t  know  what  that  allocation  would  be. 

•  •  •  •  • 

6184 

•  •  •  •  • 

Q.  And  would  you  object  to  the  proposed  operation  of 
the  Flying  Tiger  Line  as  a  contract  operation!  A.  Well, 
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the  operation  as  a  contract  operation  would  have  to  be 
justified  as  such  and  comply  with  whatever  regulations 
were  applicable. 

If  it  is  so  complied  with  as  a  contract  carrier — 

Q.  Yes,  but  what  I  was  trying  to  get  at:  Would  you 
characterize  the  proposed  operation  of  the  Flying  Tiger 
Line  covered  in  this  record  as  something  that  should  be 
described  as  a  contract  operation!  A.  No,  I  don’t  think 
so.  I  think  you  are  trying  to  accomplish  a  lot  of  this  area 
thing,  and  yet  not  be  a  contract  carrier;  and  not 

6185  be  a  fish  or  fowL 

Q.  Do  I  understood  you,  then,  that  we  have  an¬ 
other  place  for  the  use  of  the  word  “dichotomy”! 

We  either  have  a  linear-route  certificated  system,  which 
is  common  carrier,  or  we  have  contract  carriage,  and 
there  is  no  room  in  between  for  a  different  type  of  com¬ 
mon  carriage!  A.  I  don’t  see  it  at  the  present  time. 
That  is  right 

•  •  •  *  • 

6186 

•  •  •  •  • 

By  Mr.  Zapple: 

•  •  •  •  • 

6191 

•  •  •  •  * 

Q.  On  page  6  of  your  prepared  testimony,  you  state 
that  Eastern  will  have  approximately  500,000  cargo  ton- 
miles  available.  Would  I  be  correct  in  stating  that  the 
mere  availability  of  such  space  is  not  a  sufficient  induce¬ 
ment  to  warrant  its  filling,  but  that  ingenuity  and  initiative 
of  the  carriers  are  the  significant  factors  necessary  to 
develop  traffic  to  fill  such  space!  A.  Why,  it  is  going 
to  take  salesmanship.  The  mere  availability  of  the 

6192  space  is  not  going  to  sell  it.  That  is  correct. 

Q.  Would  you  say  that  a  wholesome  competition 
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would  be  beneficial  for  the  public  in  the  development  of 
air  freight  potentials  to  fill  your  space  and  all  the  space 
that  is  available?  A.  Well,  I  say  that  there  is  competi¬ 
tion  available  among  the  scheduled  carriers;  and  suffi¬ 
cient.  And  the  frequency  of  those  schedules  and  the  fact 
that  that  space  is  available  all  the  time  have  a  certain 
value;  and  it  is  going  to  be  available  if  there  is  another 
carrier  or  carriers  certificated  to  serve  those  routes.  So 
that  so  far  as  the  common-carrier  service  is  concerned, 
they  are  providing  the  necessary  competition. 

Q.  How  do  you  account  for  the  large  development  and 
generation  of  traffic  by  the  non-scheduled  carriers  during 
the  past  six  or  eight  months?  A.  Well,  they  have  had  a 
large  number  of  ships  available  to  them,  and  they  have 
gone  out  and  solicited  cargo  movements  at  random 
throughout  the  country,  without  regulation  or  require¬ 
ment  of  a  lot  of  provisions  which  the  certificated  carriers 
have  been  required  to  comply  with.  Some  of  the  certifi¬ 
cated  carriers  have  gone  out  and  developed  the  same  thing 
as  contract  carriers. 

Q.  Would  you  say  that  the  non-certificated  carriers  had 
improvised  new  methods  of  transporting  certain  products 
and  articles  during  this  period  of  competition?  I  am  re¬ 
ferring  to  the  preceding  6  to  8  months  period.  A.  No,  I 
wouldn’t  say  so. 

6197 

•  •  •  •  • 

Harold  Crary 
•  •  •  •  • 

Direct  Examination 
By  Mr.  Godehn : 

Mr.  Godehn :  Mr.  Crary,  the  witness  now  on  the  stand, 
will  sponsor  Exhibits  U-17,  U-42  to  47,  and  U-50. 

United  will  have  two  other  witnesses,  Mr.  Graddick  and 
Mr.  deVoursney,  who  will  cover  the  remaining  exhibits. 
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By  Mr.  Godehn: 

Q.  Mr.  Crary,  are  your  qualifications  set  forth  in  Ex¬ 
hibit  U-l?  A.  They  are. 

6198  Q.  How  does  United  Air  Lines  determine  whether 
a  particular  shipment  of  cargo  by  aircraft  repre¬ 
sents  an  air  express  shipment  or  an  air  freight  shipment? 
A.  We  do  not  determine  that.  It  is  the  determination  of 
the  shipper. 

Q.  What  is  the  function  of  the  company  in  that  respect? 
A.  The  company  is  the  carrier  of  property  and  carries  the 
property  in  the  manner  in  which  the  shipper  elects. 

Q.  And  do  you  offer  two  types  of  service  with  respect 
to  property?  A.  Yes;  express  and  air  freight  or  air 
cargo,  whichever  term  you  wish  to  use. 

Q.  Does  it  happen  in  your  business  that  identical  pack¬ 
ages  are  shipped  over  your  lines,  sometimes  by  air  express 
and  sometimes  by  air  freight,  at  the  election  of  the  shipper  ? 
A.  Yes,  very  frequently.  In  the  merchandise  business,  for 
example,  out  of  New  York,  one  package  will  be  marked  for 
air  express  and  the  other,  air  freight. 

Q.  Do  you  have  any  limit  upon  the  size  or  weight  of  a 
package  that  you  will  accept  for  air  express  transporta¬ 
tion?  A.  No.  It  can  run  any  weight,  subject  to  the  carry¬ 
ing  capacity  of  the  airplane. 

Q.  Is  there  any  minimum  weight,  or  limit?  A.  No. 

Q.  Is  the  same  thing  true  as  to  air  freight?  A. 

6199  That  is  correct. 

Q.  In  conducting  your  cargo  business,  what  dif¬ 
ferent  types  of  competition  do  you  encounter?  A.  We 
have  numerous  types  of  competition.  We  have,  of  course, 
the  surface  transportation,  which  is  especially  acute  on 
hauls  up  to  five  or  six  hundred  miles.  And  by  surface 
transportation,  I  mean  trucks  and  railroads. 

And  we  also  have  to  a  very  spirited  degree,  now,  intense 
competition  from  other  air  carriers. 
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Q.  We  also  have  competition  of  water  carriers.  And  I 
will  illustrate  what  I  mean  by  that. 

For  example,  in  normal  times,  when  there  is  not  the  acute 
shipping  problem  that  is  present  today,  cargo  always  moves 
by  the  cheapest  method  which  will  get  it  there  in  the  de¬ 
sired  time.  For  example,  take  a  situation  in  normal  times : 
Someone  has  a  shipment  of  two  thousand  pounds  from 
New  York  to  the  Pacific  Coast.  The  first  choice,  of  course, 
is  the  intercoastal  steamship  companies,  which  have  the 
lowest  rate,  being  a  water  carrier  rate. 

Then  comes  rail  freight.  Then  comes  an  expedited  rail 
freight,  then  rail  express,  and  then  air. 

So  there  is  a  degree,  on  the  intercoastal  shipments  at 
least,  of  competition  from  the  water  carriers. 

There  is  also  a  growing  competition  coming  up  from  the 
privately  owned  industrial  plane.  We  know  from  our  soli¬ 
citation  that  there  are  a  substantial  number  of  firms 
which  now  have — and  apparently  others  will  purchase — 
planes  which  they  can  use  in  their  own  transport  of 
6200  their  own  goods  between  their  own  plants. 

We  also  have  the  competition,  which  is  going  to 
be  new,  of  the  foreign  carriers  which  are  certificated  into 
points  like  Chicago,  where  they  would  transport  a  move¬ 
ment  of  cargo  abroad  which  we  formerly  would  take  to  the 
New  York  gateway,  for  example. 

Q.  You  mean  a  foreign  air  carrier?  A.  That  is  correct. 
We  also  have  the  competition  of  the  U.  S.  mails  in  the  de¬ 
velopment  of  the  small  package  air  freight,  in  view  of  the 
five-cent  air  mail  rate. 

And  all  in  all,  the  certificated  carriers,  now  33  in  number, 
do  have  severe  competition  for  the  development  of  air 
cargo,  because,  as  I  have  stated,  price  is  definitely  the  con¬ 
trolling  factor,  and  there  are  many  products  which  cannot 
be  induced  to  move  by  air  property  movement  because  of 
the  cost  element. 
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Q.  Do  you  also  encounter  competition  by  contract  car¬ 
riers  who  are  not  regulated  under  the  Civil  Aeronautics 
Act?  A.  Yes,  I  meant  those  to  be  included,  of  course,  but 
that  was  to  be  a  source  of  comment  later,  so  I  didn’t  men¬ 
tion  that  at  this  time. 

Q.  Do  you  also  encounter  competition  by  the  so-called 
non-scheduled  carriers,  who  are  operating  pursuant  to 
regulations  of  the  Civil  Aeronautics  Board?  A.  Yes,  to  a 
substantial  degree. 

Q.  When  did  the  predecessor  companies  of  United  Air 
Lines  first  engage  in  the  business  of  air  express?  A.  Well, 

!  United’s  predecessor  companies,  like  United,  have 
6201  !  a  long  historical  interest  in  the  transportation  of 
property  by  air.  The  first  tangible  thing  that  we 
did  was  in  1927,  when  the  predecessor  companies  made  a 
contract  with  the  American  Railway  Express  Company, 
which  would  serve  as  the  pickup  and  delivery  system  for 
the  airlines,  United  and  others. 

Q.  Why  did  you  decide  to  utilize  that  company  to 
promote  and  handle  air  express?  A.  Because  it  was  the 
best  possible  move  that  the  airlines  could  make.  We  were 
a  new'  industry,  and  we  had  a  problem,  of  course,  being  new 
then  to  the  actual  operation  of  the  planes. 

And  to  have  attempted  to  set  up  a  ground  operation 
to  pick  up  and  deliver  express,  and  to  solicit  it,  outside  of 
our  own  efforts,  would,  in  our  opinion,  have  been  prohibi¬ 
tive. 

Furthermore,  at  that  time,  the  airlines  were  subjected 
to  weather  delays  which  were  much  more  pronounced  than 
today,  and  we  had  an  ally  there  in  the  Express  Agency,  to 
move  the  packages  by  rail,  when  weather  bogged  us  down; 

Furthermore,  we  found  that  we  had  the  selling  force  in 
back  of  us  of  the  Railway  Express  Agency,  with  some  23 
offices  in  the  United  States. 

Q.  Howt  many?  A.  23  thousand  offices.  And  57  thou¬ 
sand  employees.  And  a  very  substantial  amount  of  prop- 
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erty  movement  in  those  days,  as  of  today,  is  rail-air,  the 
combination  of  the  two. 

And  the  ability  to  move  those  on  a  single  bill  of 

6202  lading  and  have  all  of  your  accounting  done,  and 
claims,  and  all  things  of  that  nature,  handled  by 

one  responsible  company,  was  a  definite  factor  in  the  de¬ 
velopment  of  the  movement  of  property  by  air. 

Q.  What  kind  of  trucking  facilities  did  Railway  Express 
have?  A.  Railway  Express  Company  had  a  nationwide 
setup  of  trucking  facilities,  and  even  the  establishment 
by  the  airlines  of  trucking  facilities  in  major  cities  would 
have  been  a  prohibitive  expense  in  view  of  the  amount  of 
express  which  was  available  for  movement  in  those  days 
because  of  the  limitation  of  the  planes. 

And  therefore,  we  had  a  tailor-made  nationwide,  effec¬ 
tive,  efficient  tie-up  for  ground  service. 

Q.  And  were  your  arrangements  with  the  Railway  Ex¬ 
press  Company  the  subject  of  a  written  agreement!  A. 
They  were. 

Q.  And  has  that  agreement  or  a  similar  agreement  been 
in  effect  ever  since?  A.  That  is  correct 

Mr.  Godehn:  Mr.  Examiner,  has  the  current  Railway 
Express  agreement  been  incorporated  into  this  record,  by 
stipulation  or  otherwise? 

Examiner  Cusick:  I  don’t  think  it  has,  Mr.  Godehn. 

Mr.  Craven :  I  think  it  should  be,  Mr.  Examiner. 
Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Cusick:  On  the  record. 

As  a  result  of  an  off-the-record  discussion,  I 

6203  understand  Public  Counsel  would  like  to  add  to  the 
stipulation  previously  submitted  on  the  record.  Is 

that  correct,  Mr.  Zapple? 

Mr.  Zapple :  That  is  right. 
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Examiner  Cusick:  I  understand,  Mr.  Zapple,  that  in 
Public  Counsel’s  stipulation,  also  to  be  included  in  that, 
is  the  currently  effective  agreement  of  the  Railway  Express 
Agency. 

Mr.  Godehn :  Between  the  Railway  Express  Agency  and 
the  certificated  airlines. 

Examiner  Cusick:  There  being  no  objection,  it  will  be 
so  stipulated. 

By  Mr.  Godehn: 

Q.  Mr.  Crary,  after  the  making  of  this  agreement  be¬ 
tween  the  predecessors  of  United  and  Railway  Express 
Agency,  or  American  Railway  Express  Company,  as  it  was 
then  called,  was  United  active  in  endeavoring  to  solicit 
and  promote  the  shipment  of  express  by  aircraft!  A.  Yes, 
very  definitely.  At  the  very  inception  of  the  traffic  activi¬ 
ties  of  United  Air  Lines,  we  recognized  that  the  carriage 
of  property  was  a  business  which  we  should  actively  get 
into. 

And  we  worked  through  our  own  organization,  and  also 
the  airlines  had  a  traffic  committee  which  had  full  powers 
of  directing  the  traffic  policies  in  connection  with  the  soli¬ 
citation  of  property  movement  by  air  express,  including 
control  over  the  advertising  budget,  including  the  adver¬ 
tising  copy,  and  setting  up  of  general  sales  policies. 

Q.  And  did  various  air  carriers  from  time  to  time 
6204  become  parties  to  that  agreement  with  the  express 
company?  A.  Yes,  they  did;  until  all  of  the  com¬ 
panies  that  were  certificated  joined  with  the  Express 
Agency  in  the  movement  of  property. 

Q.  Were  the  rates  for  air  express  at  that  time  con¬ 
siderably  higher  than  the  rates  for  rail  express?  A.  Yes, 
they  were.  Because  the  limited  carrying  capacity  of  the 
ships  was  such  that  the  original  rates  for  air  express 
pretty  much  followed  the  costs  of  air  maiL  And  I  might 
point  out  that  the  original  express,  or  property,  that  United 
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carried  was  on  a  single-engine  40B  plane  with  a  capacity  of 
two  passenger  and  five  hundred  pounds  of  cargo,  which 
of  course  included  maiL 

So  the  amount  of  cargo  which  would  be  carried  in  those 
days  simply  by  the  limitations  of  the  equipment  was  not 
great. 

Q.  Now,  have  you  found  in  your  efforts  to  develop  air 
express  over  the  years,  that  there  is  any  economic  limit 
on  the  number  of  articles  or  commodities  that  can  afford 
to  pay  a  premium  for  speed  in  transportation?  A.  Yes, 
very  definitely.  I  think  United  Airlines  has  probably  spent 
as  much  time  and  effort  and  money  in  making  surveys  and 
in  exploring  different  surveys  as  anybody  in  the  business. 

And  we  are  firmly  of  the  opinion  that  air  cargo  can  be 
substantially  expanded.  And  that  we  propose  to  do. 

But  we  are  reluctant  to  accept  certain  of  these  extrava¬ 
gant  estimates  of  potentialities  of  air  freight,  because  we 
feel  that  the  cost  factor  of  transportation  is  such  a  con¬ 
trolling  one  in  normal  times  that  we  have  a  sales 
6205  resistance  that  must  be  overcome  by  a  very  definite 
sales  program,  and  we  just  can’t  go  out  and  carry 
a  lot  of  things  that  can  move  by  surface  transportation. 

Q.  Have  you  reduced  the  air  express  rates  from  time  to 
time  since  you  started  in  that  business?  A.  Yes,  we  have. 
The  original  cost,  I  believe,  was  around  two  dollars  a  ton 
mile,  and  it  is  now  down  around  61  cents. 

And  there  has  been  a  very  substantial  cut  since  1940, 
even  during  a  time  when  the  airlines  were  pressed,  during 
the  war,  for  space;  but  in  line  with  the  policy  of  the  air¬ 
lines  of  reducing  tariffs  as  rapidly  as  they  can — because 
they  know  that  a  reduction  of  your  tariff  within  reasonable 
economic  limits  does  open  up  new  markets  for  you. 

Q.  And  have  you  found,  as  you  reduced  rates  from  time 
to  time,  that  that  opened  up  to  you  new  articles  and  com¬ 
modities  that,  except  for  that  reduction,  would  have  gone 
by  ground  transportation?  A.  Yes,  that  is  true.  And  that  is 
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why  I  would  like  to  point  out  that  the  airlines  now  cer¬ 
tificated  have  every  incentive  to  go  out  and,  by  every  pos¬ 
sible  means,  reduce  rates  just  as  fast  as  they  can. 

I  would  like  to  point  to  the  parallel  in  the  reduction  that 
has  been  made  in  the  air  passenger  fares  which  when  I 
first  got  in  this  business,  were  around  12  cents  a  mile,  and 
now  are  basically  around  4%  cents  a  mile. 

And  we  made  certain  of  these  cuts  during  the  war,  at  a 
time  when  we  weren’t  able  to  handle  all  the  business. 

6206  But  w’e  felt  that  our  goal  was  to  reduce  rates 
1  just  as  fast  as  we  could.  And  we  think  that  the 

airlines,  if  they  will  carry  out  their  policy — and  they  will 
— of  reducing  rates  as  fast  as  they  can,  economically, 
coupled  with  a  vigorous  sales  campaign,  can,  as  the  rates 
go  down,  get  new  products  and  invade  new  markets. 

Q.  What  has  your  experience  shown  as  to  whether 
most  of  the  air  express  moves  over  long  or  short  dis¬ 
tances?  A.  Well,  obviously,  the  greatest  value  in  the 
movement  of  property  by  air  is  over  the  long  distances, 
because  the  time  savings  are  the  greatest.  And  I  don’t 
believe  that  some  of  these  enthusiasts  who  are  making 
some'  of  these  very  high  estimates  realize  the  severe 
competition  which  has  been  afforded  the  airlines  in  the 
past,  and  which  is  to  be  intensified  shortly  by  the 
speeded-up  rail  services. 

6207  For  example,  right  now  it  is  possible  to  ship 
goods  in  a  box  car  leaving  Chicago  at  the  close  of 

the  business  day,  and  it  is  in  the  yards  in  Kansas  City 
at  7 :30  in  the  morning.  We  have  competed  for  years  with 
an  overnight  freight  train  service  between  Los  Angeles 
and  San  Francisco  which  runs  on  a  schedule  as  fast  as 
the  Owl,  the  night  sleeper  train. 

Just  recently  the  New  York  Central  announced  they 
are  putting  on  overnight  faster  service  between  Chicago 
and  Cleveland.  And  recently  the  railway  association  got 
out  a  narrative  of  the  new  services  that  the  rails  were 
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going  to  offer  in  1947,  and  the  following  years,  in  respect 
to  faster  movement  of  property.  And  we  have  found  that 
a  very  severe  type  of  competition,  especially  when  you 
realize  that  the  average  industrial  firm  has  to  have  its 
trucking  done  by  6  o’clock  because  of  trucking  regula¬ 
tions  of  the  unions,  and  at  the  close  of  the  business  day 
they  put  this  material  on  a  train  and  it  is  landed  down¬ 
town  in  a  city,  rain  or  shine,  the  next  morning,  on  dis¬ 
tances  up  to  500  miles. 

Q.  Have  you  found  it  particularly  difficult  to  compete 
with  air  cargo  rates  in  cases  where  ground  transportation 
can  furnish  an  overnight  delivery?  A.  Very  definitely. 
For  instance,  there  is  no  incentive  at  all  for  a  man  to 
ship  air  freight  between  Chicago  and  Toledo  when  the 
train  can  leave  Chicago  as  late  as  10  o’clock  at  night  and 
be  down  in  the  vards  at  Toledo  about  4  or  5  in  the  mom- 
ing,  and  also  we  have  on  the  short  haul  business  this 
severe  competition  from  these  door-to-door  truck- 
6208  ers  whose  rates,  of  course,  in  comparison  with  air 
freight,  even  at  some  of  the  rates  which  are  in 
effect  today  on  which  some  of  these  carriers  are  losing 
money,  are  such  that  you  have  a  sales  resistance  that 
makes  it  very  difficult  to  sell. 

Boiled  down,  then,  the  greatest  advantage  of  air  trans¬ 
portation  to  cargo  is  over  long  distances,  and  those  are 
the  type  of  operations  which  the  applicants  in  this  case 
are  stressing. 

Examiner  Cusick:  Mr.  Godehn,  your  question  was  di¬ 
rected  to  comparison  between  air  express  rates  as  I 
understood  it,  and  the  witness  answered  air  freight  rates. 
Did  you  mean  air  freight  rates  in  your  question,  so  it 
will  be  correct  on  the  record? 

Bead  the  question,  Mr.  Reporter,  and  then  the  answer. 

(Question  and  answer  read.) 
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By  Mr.  Godehn: 

Q.  Does  that  difficulty  exist  as  to  the  lower  air  freight 
rate  as  well  as  the  air  express  rate?  The  difficulty  of 
competing  with  ground  transportation  when  it  can  fur¬ 
nish  an  overnight  delivery?  A.  Yes.  I  pointed  out,  un¬ 
less  there  is  a  real  saving  in  time,  the  choice  of  the  ship¬ 
per  will  unquestionably  be  to  save  money  on  shipping 
cost. 

Q.  In  your  opinion  has  the  contractual  arrangement 
between  the  certificated  air  carriers  and  Railway  Express 
Agency  been  a  desirable  thing  toward  the  promotion  of 
air  express?  A.  Very  definitely.  I  think  the  air- 
6209  lines  would  have  been  subject  to  censure  if  they 
had  not  made  that  agreement,  and  had  not  pressed 
the  development  of  property  under  this  agreement. 

Q.  In  your  dealings  with  Railway  Express  Agency, 
have  you  had  any  conflicts  or  disagreement  with  it  re¬ 
garding  rates  for  air  cargo?  A.  Not  at  all.  And  I  might 
say  that  I  personally  served  as  chairman  of  the  adver¬ 
tising  committee  for  the  airlines  in  dealing  with  Railway 
Express  Agency  for  six  or  seven  years,  and  at  no  time 
was  any  question  ever  raised  as  to  the  type  of  solicita¬ 
tion  we  could  set  forth  in  advertising. 

Q.  Mr.  Crary,  from  the  beginning  of  air  transporta¬ 
tion,  we  will  say  in  1927,  did  anyone  in  this  country,  other 
than  the  certificated  air  carriers  and  their  predecessors, 
ever  engage  in  the  business  of  transporting  property  by 
aircraft  as  a  regular  thing?  I  am  not  referring  to  an  iso¬ 
lated  load.  But  did  anyone  in  the  United  States  ever  en¬ 
gage  in  the  business  of  transporting  property  by  air  up 
to  the  date  of  the  Civil  Aeronautics  Act,  except  the  cer¬ 
tificated  carriers  and  their  predecessors?  A.  There  were 
a  few  isolated  instances  where  some  company  would  flash 
across  the  sky  and  make  a  try  at  it,  only  to  find  out  that 
it  was  not  remunerative  and  withdraw. 
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One  example  that  I  recall  was  the  Ford  Motor  Com¬ 
pany  which  operated  a  company  plane,  you  might  say, 
transporting  parts  between  the  Detroit  factory  and  Chi¬ 
cago. 

I  recall  also  there  was  one  company  which  came  into 
the  field  well  financed  and  with  much  advance  pub- 

6210  licity  of  how  it  was  going  to  revolutionize  the  air 
cargo  picture.  That  was  the  Air  Express  Corpo¬ 
ration,  and  they  operated  the  service  in  1933,  I  think  it 
was,  with  Lockheeds,  which  were  then  the  fastest  ship 
available. 

And  they  had  adequate  financing,  and  they  tried  it  out 
for  a  few  months  and  then  gave  it  up. 

Generally  speaking,  and  with  those  fewr  exceptions,  all 
of  which  died  aborning  the  transportation  of  property 
in  the  United  States,  up  to  the  time  you  mentioned,  was 
carried  on  by  the  scheduled  airlines. 

Q.  After  the  adoption  of  the  Civil  Aeronautics  Act  in 
1938,  how  long  was  it  before  anyone  went  into  the  busi¬ 
ness  of  transporting  air  cargo  as  a  contract  carrier  on 
any  extensive  basis?  A.  To  the  best  of  my  knowledge, 
the  real  beginning  of  that  came  right  after  the  war  when 
you  had  a  wartime  or  a  war  generated  cargo  business 
which  caught  the  airlines  with  a  shortage  of  equipment 
and  personnel,  with  their  equipment  and  personnel  in 
many  cases  still  under  the  jurisdiction  of  the  government. 

Therefore,  the  beginning  of  this  contract  service  came 
after  the  war  and,  in  my  opinion — and  I  say  this  with 
fair  knowledge,  I  believe  of  the  economics  of  the  situa¬ 
tion,  and  knowing  of  the  airline  planning  for  cargo  which 
was  interrupted  by.  the  war — it  came  about  simply  because 
there  was  World  War  No.  II  and  there  was  a  temporary 
situation,  and  that  is  how  this  started. 

Q.  When  you  say  it  happened  after  the  war,  do  you 
mean  after  the  beginning  of  the  war  or  after  the 

6211  end  of  the  war?  A.  I  mean  after  peace  with 
Germany. 
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Q.  After  V-E  Day?  A.  That  is  right. 

Ql  May  8,  1945?  A.  That  is  right,  generally  speaking. 

Q.  Up  until  that  date  do  you  think  it  would  be  accurate 
to  say  that  the  development  of  air  express  had  been  ac¬ 
complished  in  this  country  by  the  certificated  air  carriers 
and  their  predecessors?  A.  Very  definitely.  And  it  was 
a  job,  I  might  say,  that  we  had  made  extensive  plans  for, 
but  the  plans  were  absolutely  halted  by  the  war. 

Q.  Did  the  certificated  airlines  have  anything  to  do 
with  the  development  of  airplanes  which  have  proved  to 
be  useful  in  transporting  cargo?  A.  Yes.  Of  course  the 
modern  airplane  was  patterned  after  the  Boeing  247. 
Then  came  the  DC-2,  the  DC-3,  and  the  DC-4.  And  with¬ 
out  taking  up  the  time,  Mr.  Examiner,  there  is  in  this, 
our  exhibits,  a  narrative  showing  the  important  part 
that  United,  for  example,  played  in  the  development  of 
the  DC-4. 

I  might  say  that  the  studies  which  we  made  before  the 
war,  and  the  part  that  we  played  with  new  equipment, 
those  types  of  studies  are  now  going  on  as  evidence  of 
the  cooperation  that  we  are  extending  to  the  Martin 
Company  and  the  possible  delivery  within  the  next  year 
or  so  of  a  jet  propelled  cargo  plane. 

Q.  What  was  the  date  of  the  production  of  the 
6212  247?  A.  1933,  I  believe. 

Q.  And  did  the  DC-2  come  very  shortly  after 
the  247?  A.  Correct. 

Q.  Up  until  the  advent  of  war,  and  war  scarcities,  were 
there  airplanes  available  to  anyone  who  wanted  to  risk 
his  capital  in  the  air  cargo  business?  A.  Yes.  The  air¬ 
plane  manufacturers  were  hungry  for  purchasers,  and 
anybody  who  thought  this  was  bonanza  and  had  a  great 
future,  certainly  had  all  the  chances  to  buy  all  the  air¬ 
planes  they  wanted  in  those  days. 

Q.  Will  you  turn  to  Exhibit  U  11,  please?  A.  This  is 
an  exhibit  to  show  the  active  participation  that  United 
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has  made  in  developing  the  movement  of  property  by  air 
since  we  got  back  to  somewhat  normal  basis  of  operations. 

I  would  like  to  point  out  in  that  connection  that  United 
Air  Lines  had  absolutely  no  control  over  its  schedules 
during  the  war.  Our  schedules  were  fixed  for  us  by  the 
Army  and  the  CAB,  even  to  the  turnarounds.  And  also 
we  had  the  priority  system,  and  for  month  after  month 
the  United  Air  Lines  during  the  war  had  a  priority  sys¬ 
tem — had  a  priority  average  on  its  planes  of  over  90 
percent.  And  consequently,  we  were  not  able  to  do  from 
1941  until  our  scheduling  was  turned  back  to  us  in  1945, 
the  active  type  of  promotion  which  you  see  detailed  in 
this  exhibit. 

I  might  say  that  in  our  promotion  of  air  cargo  we  used 
newspaper  advertising,  trade  publications,  window  dis¬ 
plays. 

We  have  a  large  amount  of  direct  mail,  we  have  built 
up  a  complete  mailing  list  in  Chicago,  and  we  have 

6213  localized  mailing  lists  in  key  cities,  giving  the 
names  of  potential  shippers. 

We  have,  in  addition  to  the  visible  type  of  promotion 
shown  here,  an  indoctrination  and  educational  program 
for  our  personnel,  not  only  in  the  sales  department,  but 
people  like  station  managers  and  people  coming  in  con¬ 
tact  with  the  public,  including  those  in  small  cities. 

And  these  exhibits  here  in  no  way  reflect  the  extent  of 
United’s  advertising  and  promotion,  because  in  our  cur¬ 
rent  newspaper  advertising,  for  example,  which  features 
passenger  accommodations,  we  have  a  line  “Shipped  by 
air  freight.”  And  the  promotion  of  air  freight  and  the 
transportation  of  property  by  air  is  a  very  vital  part  of 
the  traffic  and  sales  job. 

•  •  •  •  • 

6214 

•  •  •  •  • 

Q.  Will  you  refer  to  Exhibit  U  45,  relating  to  passen¬ 
ger  fares?  A.  Yes.  There  has  been  comment  here  about 
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the  desirability  of  lowering  cargo  fares.  United  Air 
Lines,  for  example,  looks  upon  all  forms  of  property  and 
cargo  and  mail  and  passengers  as  necessary  income. 

This  exhibit  is  inserted  to  show  how,  over  a  period  of 
years,  the  industry  generally,  and  United  Air  Lines,  have 
systematically  reduced  the  fare  as  soon  as  the  proper 
type  of  equipment  came  on  and  we  were  enabled  to  do  it. 

You  will  see  there  that  United,  for  example,  has  reduced 
its  fare  since  1941  from  5  cents  to  4%  cents  a  mile.  As  1 
pointed  out  recently  the  air  express  rate  has  dropped 
from  $2  a  ton  mile  to  61  cents  a  ton  mile  and  since  1940 
it  has  been  cut  from  80  to  61  cents. 

That  is,  a  pound. 

And  also  simultaneously,  the  shipper  has  received  the 
benefit  both  in  passengers  and  in  express  service 
6215  of  greatly  expedited  and  improved  service. 

And  it  is  reasonable  to  assume,  from  this  ex¬ 
hibit,  that  in  the  future  our  cargo  rates  will  be  reduced 
just  as  fast  as  they  can  be  reduced,  and  we  take  the  posi¬ 
tion  in  this  case,  Mr.  Examiner,  that  United  Air  Lines 
and  other  carriers  can  reduce  the  rates  faster  and  more 
logically  than  can  the  applicants  in  this  case. 

Q.  What  is  the  purpose  of  Exhibit  U  46  relating  to 
employees?  A.  Well,  this  is  to  point  out  that  the  do¬ 
mestic  airlines  are  employing  a  great  number  of  veterans. 
And  the  record  ought  to  show  that  United  Air  Lines 
alone  employs  more  veterans  than  all  the  applicants  in 
this  case. 

And  on  the  following  page  of  U  46  is  a  detailed  state¬ 
ment  of  United  Air  Lines’  policy  on  hiring  veterans,  and 
some  of  the  things  which  we  do  over  and  beyond  the  pay 
check  which  we  think  pluses  what  the  veterans  are  en¬ 
titled  to,  and  which  reflects  over  and  beyond  their  imme¬ 
diate  employment. 

Q.  In  connection  with  Exhibit  U  47,  will  you  tell  us 
whether,  in  your  opinion,  there  are  any  public  advantages 
to  be  gained  in  having  air  express  and  air  freight  trans- 
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ported  by  carriers  who  also  transport  passengers  and 
mail!  A.  I  have  heard  this  discussion  here  today,  and 
frankly  I  am  amazed  at  it  because  I  think  the  public  will 
get  cheated  and  would  rebel  if  all  forms  of — if  mail  and 
express  and  passengers  and  cargo  were  not  carried  on 
the  same  airplane.  I  can’t  conceive  of  a  shipper  being 
happy  if  he  were  told  that  there  were  62  planes  a 
6216  day  between  Chicago  and  New  York  and  that  he 
would  have  to  wait  until  7  o’clock  at  night  to  put 
his  goods  on  a  particular  schedule  because  only  one  type 
of  plane  could  carry  cargo. 

Furthermore,  it  must  be  remembered  that  no  one  has 
been  able  yet  to  design  an  airplane  that  hasn’t  got  a  belly 
in  it  that  is  vacant  if  you  don’t  put  something  in  it,  and 
you  can’t  put  passengers  in  it. 

And  right  today,  for  example,  you  have  between  New 
York  and  Los  Angeles — this  is  I  think  approximately 
right — between  35  and  40  flights  a  day.  Every  one  of  them 
can  carry  mail  and  express  and  passengers  and  cargo 
except  those  which  are  allocated  strictly  for  cargo.  There 
are  some  cargo  planes. 

But  assuming  that  30  of  them  are  combination  passen¬ 
ger  and  express  planes,  certainly  the  shipper  is  entitled 
to  the  frequency  of  service. 

Another  thing  is  that  by  putting  this  cargo  on  those 
planes,  the  airlines  get  revenue,  and  as  their  revenue  in¬ 
creases,  their  ability  to  cut  the  rates  increases. 

Now,  we  vision  the  pattern  of  the  future  to  be  a  multi¬ 
plicity  of  schedules  with  combination  passenger  and  cargo 
planes,  and  then,  and  as  we  have  now,  as  I  am  going  to 
explain  what  we  are  going  to  do,  then  supplement  those 
or  make  them  predominant,  if  you  wish,  depending  upon 
the  traffic,  strictly  cargo  planes  to  haul  certain  large 
movements  or  movements  which  cannot  go  in  the  ordi¬ 
nary  planes,  and  by  doing  that  then  you  have  a  rounded 
out  service. 

But  I  can  say  from  many  years  as  a  traffic  man  that  if 
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the  Board  should  take  the  position  that  cargo  is  to 

6217  be  carried  separately  from  the  multiplicity  of 
schedules  which  the  airline  offers,  that  you  would 

hear  a  roar  from  the  public  that  would  promptly  make 
for  the  reinstatement. 

I  will  give  you  an  example: 

Between  Los  Angeles  and  Seattle  and  San  Francisco 
we  have  12  round  trips  a  day.  And  we  ran  a  cargo  liner 
up  there  also.  That  only  ran  every  night  around  10 
o’clock,  as  I  recall  it.  Yet  if  a  man  came  with  some  cargo 
at  10  o’clock  in  the  morning  and  said  “I  want  this  in  Los 
Angeles  this  afternoon”  it  went  in  this  belly  of  the  ship, 
which  was  just  waiting  there  for  something  of  that  char¬ 
acter. 

I  frankly  was  amazed  as  a  traffic  man  when  I  heard  this 
discussion  this  morning  of  separating  the  different  types 
of  items  for  different  airplanes. 

Q|.  Does  the  combined  operations  of  passengers,  mail 
and  property  afford  any  public  advantage  as  to  the 
spreading  of  costs?  A.  Yes,  very  definitely,  because  as 
I  pointed  out,  here  is  the  ship,  at  the  same  time  there,  it 
has  the  place  for  mail,  express,  and  cargo,  and  further¬ 
more,  you  can  handle  much  more  economically  the  entire 
operation  if  you  do  have  a  unified  operation. 

For  instance,  you  have  the  joint  use  of  salesmen.  I  will 
give  you  an  example.  In  New  York  City  we  have  20  sales¬ 
men,  and  they  sell  cargo  just  as  readily  as  they  sell  all 
the  passenger  business. 

As  a  matter  of  fact,  every  office  on  United  Air  Lines 
now  has  a  quota  for  cargo  sales.  The  district  traffic 

6218  manager  in  New  York  is  held  responsible  for  the 
development  of  freight  and  express  as  he  is  for 

passenger  traffic. 

You  can  spread  your  costs  in  advertising,  as  I  pointed 
out  a  few  minutes  ago.  We  run  advertisements,  some  of 
them  exclusively  for  cargo  and  others  for  passengers, 
and  in  the  passenger  advertisement  we  say  “Ship  by  air.” 
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sengers  and  baggage  and  mail  can  be  used  for  cargo  in 

You  can  spread  the  costs  of  hangar  facilities,  dispatch¬ 
ers,  communications,  cargo  handlers,  loading  equipment, 
because  the  same  facilities  that  you  use  in  taking  off  pas¬ 
sengers  and  baggage  and  mail  can  ge  used  for  cargo  in 
many  instances. 

The  matter  of  engineering  and  research,  there  are  a 
lot  of  problems  that  have  to  be  licked  in  this  business 
before  we  have  the  dependability  and  the  ground  facili¬ 
ties  which  we  all  know  are  going  to  help  to  hold  our 
transportation  picture. 

And  if  you  say  this  is  the  job  of  cargo,  and  this  is  the 
job  of  passengers,  why  you  would  have  a  duplication  and 
a  lack  of  coordination  which  in  my  opinion  would  be  hard 
to  justify. 

Q.  In  conducting  the  business  of  transporting  passen¬ 
gers,  property  and  mail  by  air,  do  you  think  there  is  a 
need  for  different  sized  planes?  A.  Very  definitely.  As 
a  matter  of  fact  United,  within  the  next  90  days,  will  have 
the  DC-6  which  is  going  to  carry  6,000  pounds  of  cargo 
with  one  stop  across  the  country,  plus  the  load  of  pas¬ 
sengers. 

We  are  going  to  have  the  DC-4,  and  we  are  going  to 
have  the  DC-3.  And  I  can’t  see  how  you  can  conduct 
6219  an  efficient  operation  with  just  one  type  of  plane 
because  you  have  loads  varying  on  the  DC-3  from 
a  pay  load  of  roughly  5,000  pounds  for  cargo,  say,  up  to 
17,000  pounds  for  the  DC-4. 

And  there  are  certain  airports  which  one  type  of  ship 
belongs  to  and  another  type  of  airport  for  the  bigger  ship. 

Furthermore,  you  can’t  always  rustle  a  17,000  pound 
load,  approximating  that,  where  you  can  go  out  and  get 
a  good  pay  load  on  the  DC-3. 

Q.  Mr.  Crary,  you  recognize,  do  you  not,  the  advantage 
of  one-carrier  service  as  compared  with  two  or  three- 
carrier  service?  A.  Yes.  We  firmly  believe  that  the 
preference  is  for  one-carrier  through  service,  as  a  gen- 
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eral  principle,  but  you  can’t  have  direct  service  between 
all  points  in  the  United  States. 

Q.  Do  you  think  that  that  distinction  is  as  important 
as  to  property  as  it  is  to  passengers!  A.  No.  I  think  a 
man  who  is  spilled  off  a  plane  at  3  o’clock  in  the  morning 
in  January  in  Denver  to  transfer  to  a  plane  to  Los  An¬ 
geles  is  much  more  vocal  at  least,  than  is  a  shipment 
of  meat. 

•  •  •  •  • 

Cross  Examination 
6220  By  Mr.  Page: 

Q.  Mr.  Crary,  with  relation  to  the  advertising 
exhibits  in  U  11,  would  you  state  for  the  record,  if  you 
care  to,  what  the  space  advertising  appropriation,  news¬ 
papers  and  periodicals,  was  expended  by  United  in  1946! 
A.  About  $650,000,  as  I  recall  it. 

Q.  And  could  you  say  whether  or  not  the  1947  appro¬ 
priation  has  as  yet  been  determined!  A.  It  has  not. 

Q.  Those  sums  are  expended  for  this  type  of  adver¬ 
tising  through  N.  W.  Ayers  and  Sons!  A.  That  is  right. 

Q.  That  is  one  of  the  largest  advertising  agencies  in 
the  world,  is  it  not!  A.  Yes. 

Q.  Most  of  the  expenditures  for  that  purpose,  Mr. 
Crary,  which  you  show  on  these  exhibits,  was  that  ex¬ 
pended  before  October,  or  to  change  my  question,  sir,  do 
you  know  what  months  were  covered  by  those  releases! 
A.  Yes.  Each  ad,  I  think,  has  a  notation  on  it,  at  least 
here  are  some  for  July,  and  some  for  August. 

I  might  say  in  relation  to  that  that  we  have  been  sorely 
handicapped  by  the  lack  of  equipment  due  to  the  fact 
that  Douglas  Company  is  about  nine  months  behind 
delivery  of  the  DC-6,  and  certain  planes  whicli  we  propose 
to  make  over  for  cargo  ships  were  not  available,  and 
the  result  was  that  we  have  not  instituted  strictly  freight 
service  in  a  number  of  cities  where  we  plan  to  have 
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shortly.  I  neglected  to  state  in  that  connection 

6221  that  we  now  have  eight  all-cargo  planes  and  we 
have  just  made  a  contract  with  the  Northrup  Com¬ 
pany  to  recondition  four  C-54’s  for  all-cargo  operations 
similar  to  the  four-engined  ships  we  now  have  so  we 
will  have  six  four-engine  ships,  and  eight  immediately, 
and  we  are  prepared  to  convert  as  many  other  C-54’s  as 
are  required  as  soon  as  we  get  the  DC-6’s  on  the  line. 

Q.  Has  enough  time  elapsed  in  your  computing  the 
results  of  this  advertising  expenditure  to  indicate,  sir, 
whether  it  is  more  productive  with  respect  to  air  freight 
or  air  cargo — I  am  excluding  mail — than  the  direct  sales¬ 
manship  by  your  representatives?  A.  Well,  we  have 
had — I  can’t  answer  that  question  definitely.  I  do  know 
that  we  think  the  combined  effect  of  the  advertising  and 
the  salesmen’s  efforts  have  been  productive.  We  do  know 
that  we  ran  some  coupons  in  one  ad  and  asked  them  to 
write  in  if  they  had  a  freight  problem,  that  we  would 
engineer  it  for  them,  and  give  us  an  opportunity  for  a 
salesman  to  call,  and  we  were  pleased  with  that  particular 
result.  But  advertising  is  something  you  can’t  put  your 
finger  on  and  say  this  produced  that,  immediately. 

Q.  Comparing  that  effort  in  TJ  11  with  the  salesman¬ 
ship  effort  indicated  by  U  47,  Mr.  Crary,  that  is  the 
first  page  of  your  supplemental  sheet,  that  indicates  in 
the  box,  so  it  states,  that  24,288  calls  were  made  in  the 
month  of  October  by  your  salesmen  whose  distribution 
is  indicated  on  the  map.  Would  you  be  in  a  position  to 
express  an  opinion  as  to  whether  those  24,000 

6222  calls  for  that  period  resulted  in  more  freight  ton¬ 
nage,  more  traflic  production,  than  the  advertising 

for  the  similar  period?  A.  No,  I  couldn’t.  I  know  that 
we  have  systematic  calls  made  by  our  salesmen.  They 
have  a  card,  they  have  to  come  back  and  say  “I  called 
on  Mr.  Smith,  of  the  turbine  company,  and  he  says  that 
he  doesn’t  have  any  use  for  air  freight,  or  he  will  in 
six  months,  or  he  is  interested  in  rates  or  something.” 
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I  can’t  frankly,  with  considerable  experience  in  this 
business,  chop  the  dog’s  tail  off  that  close  and  say  which 
produces  the  salesmen  or  the  advertising.  But  there  are 
two  things  to  do;  one  is  to  advertise,  and  to  have  enough 
salesmen. 

Q.  It  is  too  early  to  compare  the  results!  A.  That 
is  right. 

Q.  The  indication  for  October  was  as  shown.  Have 
there  been  for  immediately  preceding  or  subsequent  months 
as  heavy  a  coverage  by  calls,  a b  you  understand  it! 
A.  Yes.  Right  today  we  are  making  as  many  calls,  I  am 
sure,  as  we  did  in  October,  because  it  is  a  definite  re¬ 
sponsibility  for  the  district  traffic  manager.  He  has 
evaluated  for  the  year,  for  traffic  purposes,  how  ener¬ 
getically  he  fostered  air  cargo  as  well  as  other  forms 
of  revenue. 

Q.  You  are  aware,  of  course,  Mr.  Crary,  that  the  non- 
scheduled  applicants,  so  far  as  a  comparison  in  sales- 
production  may  be  made,  were  unable  to  advertise,  that 
their  experience  therefore  generally  reflects  the  results 
of  direct  selling  by  representatives!  A.  Well,  I 
6223  don’t  think  that  was  quite  a  fair  statement  for  the 
reason  that  I  think  much  of  this  traffic  which  the 
applicants  in  this  case  have  received  is  because  of  the 
rate  which  they  offer.  I  can  give  you  examples. 

Q.  Excuse  me,  Mr.  Crary.  I  think  possibly  I  mislead 
you.  I  just  wondered  if  you  were  aware  of  that  restriction 
upon  the — I  wasn’t  asking  you  to  draw  any  conclusion 
from  that.  A.  Yes,  I  am  aware  of  that. 

Q.  Would  you  look,  sir,  at  page  2  of  Exhibit  TJ  11! 
That  was  an  advertisement  in  the  Chicago  newspapers. 
What  was  the  date  of  the  rate  slash  referred  to  in  the 
display  ad? 

Mr.  Godehn:  You  refer  to  that  sentence  *  at  the  be¬ 
ginning  of  the  second  paragraph! 

Mr.  Page:  No,  Mr.  Godehn,  I  was  simply  referring 
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to  the  bold  type  heading  of  the  advertising  “United  slashes 
air  freight  rates.” 

The  Witness:  I  can  get  you  that  data,  but  the  occasion 
for  the  advertisement  was  when  we  lowered  the  rate 
for  quantities  over  3,000  pounds.  That  is  the — it  came 
simultaneously  with  the  inauguration  of  that.  I  don’t 
have  the  particular  day. 

By  Mr.  Page: 

Q.  With  the  reduction  of  the  rate  for  the  bulk  load 
of  3,000  pounds?  A.  That  is  correct. 

Q.  So  that  you  may  see  a  relation  to  some  of  my 
questions,  Mr.  Crary,  are  you  aware,  sir,  that  an 
6224  applicant  in  this  case,  the  one  which  I  represent, 
American  Air  Express  Corporation,  proposed  in 
its  exhibits  a  minimum  poundage  rate  of  12  cents  a  ton 
mile  for  the  3,000  pound  load?  A.  No,  I  was  not.  But 
this  ad  has  reference  to  scheduled  air  cargo. 

Q.  Yes,  sir.  I  simply  wanted  to  indicate  the  comparison 
there. 

Now,  the  3,000  pound  minimum  load  brings  an  8% 
cent  rate  per  pound,  Chicago  to  New  York. 

The  next  statement  is  “volume  shipments  covered  by 
one  air  bill  can  be  spread  over  a  24  hour  period,  and 
still  move  at  the  low  rate  based  on  total  poundage.” 

That  is  a  novel  feature,  sir,  is  it  not?  Was  that  pioneered 
by  United?  A.  I  don’t  know  whether  we  pioneered  it. 
We  just  found  it  was  a  good  practice  because  a  sub¬ 
stantial  number  of  firms  had  a  quantity  of  material  moving 
out  through  the  day,  and  we  thought  that  the  rate  would 
be  attractive  enough  to  attract  some  business. 

Q.  Is  there  a  precedent  for  it,  as  you  understand  it, 
in  the  Bailway  Express  or  the  motor  truck  field?  A.  I 
don’t  know. 

Q.  Would  that  rate  application  apply  regardless  of  the 
number  of  scheduled  planes  upon  which  a  portion  of  that 
shipment  would  be  moved?  A.  Yes. 
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Q.  So  long  as  it  was  within  24  hours.  A.  That 

6225  is  right. 

Q.  It  might  be  divided  perhaps  between  six 
schedules?  A.  Yes,  if  it  moves  within  24  hours. 

Q.  Do  you  know  sir,  whether  or  not"  there  has  been 
much  traffic  generated  under  that  provision,  that  accom¬ 
modation  to  the  shipment?  A.  There  has  been  some  traffic 
developed,  but  frankly,  one  of  the  reasons  why  we  haven’t 
developed  more  traffic  is  the  fact  that  the  rates,  or  the 
tariffs,  or  lack  of  tariffs,  of  some  of  our  so-called  charter 
competitors,  have  been  such  that  people  have  gone  to 
the  lower  rate  with  business  which  would  normally  have 
gone  to  United  Air  Lines. 

Q.  Referring  to  the  DC-4  rate  of  17%  cents  a  pound 
coast  to  coast,  for  16,000  pounds,  do  you  have  figures 
which  would  indicate  approximately  what  that  works  out 
as  a  ton  mile  rate  charge?  A.  No,  I  don’t.  I  can  get 
it  for  you  in  a  minute.  14  cents,  I  am  advised. 

Q.  14  cents  a  ton  mile? 

In  the  third  paragraph  in  the  type  in  the  ad,  Mr. 
Crarv,  it  refers  to  the  cargo  liners,  and  just  prior  to 
that  it  states  that  “the  Mainliners  as  well  as  United’s  all¬ 
cargo  5500  hundred-pound-capacity  Cargoliners  .  .  .”  those 
are  the  DC-3’s?  A.  Those  are  the  DC-3’s.  The  DC-4’s 
are  17000  pounds. 

Q.  Yes.  And  at  the  time  this  offer  was  advertised 
to  the  public,  how  many  Cargoliners  did  United  have 
in  operation? 

6226  Q.  Were  the  commodity  rates  applicable  to  either 
of  these  minimums  stated  here,  sir?  A.  Commodity 

rates  ? 

Q.  Yes,  sir.  Were  there  in  effect  commodity  rates 
applicable  to  those  tonnages?  A.  We  don’t  have  a  general 
system  of  commodity  rates.  We  have  a  few  vegetables 
on  the  coast  and  newspapers,  I  think,  and  a  few’  things 
like  that. 
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Q.  I  believe  you  include  in  one  of  your  freight  sched¬ 
ules,  No.  2 — you  may  not  be  sponsoring  that,  Mr.  Crary 
— I  believe  you  include  there  fresh  fruits  and  vegetables 
commodity  tariffs.  A.  I  said  we  did  have  on  the  coast. 

Q.  These  rates  we  were  speaking  of  in  this  particular 
advertisement  being  confined  to  New  York  and  Chicago, 
do  not  embody  those  commodity  rates?  A.  That  is  cor¬ 
rect. 

Q.  Would  you  look  briefly  at  page  4,  that  is  the  Denver 
advertisement.  Referring  to  the  advertisement  shown 
on  the  right  hand  side  of  the  page,  as  I  understand  it, 
that  describes  a  cargo  liner  230.  That  is  a  DC-4?  A. 
That  is  correct. 

Q.  One  schedule  leaving  Denver  daily,  and  you  state 
“It  brings  to  29  the  number  of  United’s  freight-carrying 
flights.”  That  means  28  additional  schedules  that  have 
freight  space  aboard?  Aboard  a  passenger  plane?  A. 
That  cargo  liner  was  set  up  to  make  connections  with 
Western  Air  from  Los  Angeles. 

Q.  I  see.  A.  The  other  reference  means  they 
6227  had  29  flights  in  and  out  of  Denver  a  day,  all  of 
which  carried  cargo. 

Q.  Would  there  be  any — there  would  be  distinctions 
in  rate  applicable  to  freight  carried  over  on  the  one 
hand,  the  four-engined  single  cargo  schedule,  and  on  the 
other  hand  the  28  freight-carrying  passenger  schedules, 
would  there  not?  A.  There  would  be  a  difference,  because 
to  get  the  full  benefit  of  a  16,000  pound  rate  you  would 
have  to  have  that  one  shipment.  We  weren’t  able,  as 
I  pointed  out,  to  provide  all  the  four-engine  service  which 
we  wanted  because  of  the  delay  in  getting  the  DC-6’s. 

Q.  Would  you  look  at  page  14  of  the  same  exhibit, 
direct  mail  advertising.  On  the  left  hand  side  the  caption 
states  that  “United  is  using  a  select  list  of  20,000  names 
in  its  direct  mail  campaign.” 

From  a  direct  mail  advertising  standpoint,  Mr.  Crary, 
what  are  the  classes  of  names,  could  you  state,  from 
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which  these  20,000  on  the  list  were  derived?  What  classes 
of  trade?  Or  prospective  customers?  A.  As  I  recall  this, 
we  had  available  from  the  numerous  surveys  which  were 
made,  certain  types  of  shippers  which  are  most  likely 
to  use  air  freight,  and  then  we  obtained  a  representative 
or  as  complete  a  list  as  we  could  from  those  different 
groups. 

It  would,  of  course,  include  drygoods  people  in  New 
York,  and  it  would  include  motor  manufacturers  like 
in  Detroit;  it  would  include  cooperators  who  shipped 
perishables;  it  would  include  meat  packers  and  a 
6228  variety  as  near  as  we  could  determine  of  people 
or  classifications  who  would  be  apt  to  use  air 
freight. 

Q.  Would  there  be  included  perhaps  freight  forward¬ 
ing  firms  or  interstate  motor  carriers?  Would  they  be 
included  in  such  a  list?  A.  I  don’t  know  as  to  that. 

Q.  Looking  at  Exhibit  17,  please,  Mr.  Crary,  on  page 
2,  these  are  excerpts  from  United’s  annual  reports  to 
stockholders. 

The  second  paragraph,  at  the  top  of  page  2,  the  first 
full  paragraph,  referring  to  the  1941  annual  report,  page 
11: 

“We  are  faced  with  the  necessity  of  developing  a 
sufficient  traffic  in  express  and  freight  so  that  revenue 
from  that  source  will  be  the  largest  rather  than 
the  smallest  portion  of  our  total  revenues.” 

That  was  in  1941.  Does  that  evaluation  of  your  problem 
still  apply?  A.  No.  I  think  the  company  has  changed 
its  thinking  from  that  time  for  some  of  the  reasons 
which  I  have  mentioned  today. 

I  would  say  that,  quite  frankly,  I  think  we  were  over- 
optimistic,  and  I  know  our  estimates  do  not  show  that 
type  of  projection  now  for  the  immediate  future. 

Q.  Over  your  routes,  and  with  respect  to  the  develop¬ 
ment  of  freight  not  hitherto  generated,  has  the  company 
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made  an  estimate  of  the  air  freight  potential  similar 
to  that  testified  to  by  applicants  in  this  case?  A.  Yes, 
sir,  I  think  Mr.  deVoursney,  a  later  witness,  will  be 
able  to  give  at  least  some  of  the  past  thinking 

6229  on  this. 

I  don’t  know  how  recently  it  has  been  brought 
up  to  date.  This  is  a  rapidly  changing  business,  as  you 
will  recognize. 

Q.  Yes.  I  would  like  to  state,  as  the  basis  for  a  ques¬ 
tion,  the  fact  that  American  Air  Express  Corporation, 
by  its  economists,  estimated  that  there  was  over  the 
route  proposed  by  American  Air  Express,  which  is  to  a 
large  extent  in  parallel  of  the  transcontinental  route  of 
United,  431,000,000  ton  miles  for  the  period  annually, 
for  the  period  1947  to  1949. 

At  this  time  would  you  be  in  a  position  to  say  whether 
you  consider  that  is  conservative?  A.  I  would  prefer 
to  have  Mr.  deVoursney,  who  has  made  those  studies, 
answer  that  question. 

Q.  Yes,  sir. 

American  Air  Express — and  I  am  referring  now,  sir, 
to  the  next  paragraph  on  that  page,  Mr.  Crary — three 
schedules  a  day,  coast  to  coast,  two  of  them  so-called 
express  schedules,  and  one  local  schedule.  I  am  not 
referring  there  to  the  commodity.  I  am  referring  to 
the  speed  when  I  use  the  word  “express.” 

In  this  paragraph  United  states  that:  “all  cargo  flights 
of  both  the  high-speed  express  and  local  types  also  seem 
likely.” 

You  still  adhere  to  that  statement,  do  you?  A.  Yes, 
very  definitely,  and  to  show  the  company’s  planning  and 
thinking  we  have  an  exhibit  here  which  shows  that  in 
1948  we  propose  to  have  31  DC-3  cargo  planes  in 

6230  operation  and  21  C-54’s» 

We  feel,  as  I  pointed  out  here,  that  we  render 
a  well-rounded  service,  and  we  give  the  frequency  of 
service  by  this  multiplicity  of  flights,  and  then  we  have 
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strictly  cargo  planes  for  movement  between  key  points 
and  to  take  shipments  which  can’t  be  accommodated  on 
the  other  ones,  and  develop  what  you  call  the  bulk 
business. 

Q.  I  see,  Mr.  Crary.  The  other  day  American  Air¬ 
lines  exhibited  some  figures  which  showed,  taken  from, 
I  believe,  the  2780  reports,  computed  weight  load  factors 
for  the  first  seven  months  of  1946,  comparing  the  ex¬ 
perience  of  American,  United  and  TWA.  I  don’t  intend, 
sir,  to  ask  you  a  question  involving  figures,  and  there¬ 
fore  I  am  not  showing  you  the  exhibit  and  asking  you 
a  question  on  American’s  exhibit.  But  I  would  like  to 
ask  you  this: 

It  would  appear  from  those  figures  that  the  weight 
load  factor  carried  by  United  in  comparison  to  those 
reported  by  American  and  TWA,  with  the  exception  of 
the  month  of  February,  were  generally  lower  than  either 
of  the  other  carriers.  The  range  was  from  approximately 
8  percent  to  23  percent  for  United  for  those  seven  months, 
varying  amounts  per  month. 

That  would  indicate,  forgetting  the  comparative  feature 
of  it  for  a  moment,  that  United’s  percentage  of  loads 
by  weight,  was  considerably  heavier  in  the  passenger 
and  mail  categories  than  it  was  in  its  freight  category. 

Now,  I  would  like  to  ask  you,  sir,  if  that  reflects  the 
change  in  point  of  view  which  you  mentioned  with  re¬ 
spect  to  the  excerpt  from  the  1941  report,  namely, 
6231  that  you  do  not  expect  that  freight  will  be  the 
largest  portion  of  your  business,  is  there  not  some — 
A.  Pardon  me.  I  said,  as  we  see  it  in  the  immediate 
future. 

Q.  Yes,  sir.  A.  I  am  not  a  pessimist  on  air  freight. 
I  think  it  is  going  to  show  very  substantial  growth. 

Q.  This  question  will  have  to  be  read  back  to  you, 
Mr.  Crary,  but  I  think  it  follows,  and  the  completion  of 
the  question  is: 
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Would  you  not  be  willing  to  agree  that  there  may  be 
sufficient  undeveloped  freight  potential  over  that  route 
to  permit  competition  by  an  exclusive  moderate-sized 
freight  operator  without  endangering  the  traffic  develop¬ 
ment  plan  of  United  as  suggested  by  what  you  have 
stated? 

Would  you  read  that  question  back?  A.  I  get  the  ques¬ 
tion. 

Examiner  Cusick:  He  knows  the  question.  It  isn’t 
necessary  to  read  it  back. 

The  Witness:  Disregarding  whether  our  load  factor 
■was  different  from  American  or  not — 

Mr.  Godehn:  May  I  show  the  witness  the  figures  you 
are  referring  to,  in  American? 

(Witness  examines  document) 

The  Witness:  Your  question  strikes  at  the  whole  heart 
of  this  whole  hearing,  because  you  speak  of  whether 
or  not  another  freight  carrier  should  be  certificated. 

Now,  you  speak  of  competition.  United  Air  Lines  has 
competition  to  every  one  of  the  points  I  think 
6232  that  you  have  applied  for,  of  a  transcontinental 
nature.  We  have  Northwest  and  ourselves  compete 
out  of  the  Seattle  and  Pacific  Northwest  market. 

TWA  and  United  compete  out  of  the  San  Francisco 
market. 

There  are  three  carriers  at  the  Los  Angeles  market 
now,  and  by  the  third  one  I  mean  United  around  by 
San  Francisco,  or  through  connections  with  Western, 
Denver. 

And  I  can’t  say  anything  other  than  that  United  Air 
Lines  has  gone  out  and  bought  equipment  entirely  adequate 
to  handle  every  bit  of  cargo  which  we  can  see  in  the 
immediate  future,  and  if  we  haven’t  got  enough  air¬ 
planes  we  certainly  will  get  some  more. 
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And  we  now  have  a  competitive  urge  from  the  trans¬ 
continentals.  You  take  the  people  in  the  four  trans¬ 
continentals,  and  it  is  a  very  rough  competition.  It  is 
going  to  get  rough  in  the  summer,  without  having  all 
the  competition  that  you  need. 

I  would  say  this,  if  your  company  goes  in  and  takes 
$2,000,000  revenue — I  don’t  know  what  your  projections 
are — but  if  you  take  $2,000,000  revenue  off  that  route 
it  is  $2,000,000  worth  of  revenue  which  United  Air  Lines 
would  otherwise  have  because  this  temporary  situation 
which  has  caught  the  airlines  is  going  to  disappear  cer¬ 
tainty  this  summer. 

For  example,  on  April  1  we  are  going  to  inaugurate 
coast-to-coast  service  with  DC-6’s  which  can  carry  a  full 
load  of  passengers  and  6,000  pounds  of  cargo  on  top 
of  that. 

As  I  pointed  out  here,  we  will  have,  thirty  days 

6233  after  that,  four  more  C-54’s. 

I  will  make  a  prediction  right  here  as  a  traffic 
man  that  by  June  of  this  year  cargo  space  will  go  beg¬ 
ging,  and  we  will  all  be  after  it. 

For  that  reason  I  would  have  to  say  that  you  would 
be  a  subtracter  of  revenue  over  a  route  which  in  my 
i  opinion  is  very  effective  and  competitively  served. 

6234  Q.  I  appreciate  your  answer,  Mr.  Crary.  You 
1  are  not  sponsoring  Exhibit  TJ-21,  to  which  I  might 

have  referred.  But  if  I  may  make  a  brief  reference  to  it, 
as  I  stated  to  you,  sir,  the  American  Air  Express  Cor¬ 
poration  estimated  by  a  very  economical  study,  a  potential 
over  the  routes  of  United  of  431  million  ton  miles  per 
annum. 

That  was,  I  believe,  the  most  conservative  estimate 
of  its  kind  shown  in  this  proceeding  to  date. 

Now,  by  quick  reference  to  Exhibit  U-21,  if  all  the 
equipment  to  be  purchased  by  United,  and  delivered  by 
the  summer  of  1948,  achieved  its  full  carrying  capacity, 
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there  would  still  be,  under  the  estimate  to  which  I  have 
referred,  50  million  unused  and  available  ton  miles,  or 
uncarried  and  available  ton  miles  of  freight  revenue. 

If  you  used  only  70  per  cent  of  your  carrying  capacity 
and  your  full  indicated  capacity  of  the  freight  in  your 
passenger  aircraft,  there  would  be  approximately,  again 
by  that  comparison,  110  million  ton  miles  over  those 
routes  of  available  air  freight  which  w’ould  not  be 
moved. 

And  so  it  was  with  that  subsequent  comparison  in  mind 
that  I  asked  you  if  you  felt  competition  of  the  kind  pro¬ 
posed  by  American  Air  Express  Corporation  would  be 
detrimental  to  the  development  over  the  next  three  years 
of  United’s  freight  product.  A.  The  answer  is  definitely 
yes,  for  several  reasons. 

First  of  all,  certainly  during  the  next  few  years,  the  air¬ 
lines  are  going  to  be  pressing  very  hard  for  all 
6235  forms  of  revenue. 

And  secondly,  under  the  type  of  operations  which 
a  number  of  these  carriers  propose,  applicants  propose, 
they  propose  to  get  in  and  get  the  terminal-to-terminal 
business  which  is  the  most  profitable  cargo  business. 

And  if  someone  comes  along  and  takes  the  blue  ribbon 
traffic,  and  the  cream  of  the  traffic,  and  leaves  United  Air 
Lines  to  make  all  these  stops  which  we  don’t  dodge,  but 
which  we  are  charged  with  by  the  CAB  to  make,  and  give 
us  Des  Moines,  Bock  Springs,  and  the  numerous  inter¬ 
mediate  cities,  we  have  some,  I  think  23  or  24,  between 
New  York  and  San  Francisco,  that  would  be  a  real  jolt  in 
our  efforts  to  get  the  income  that  we  have  to  have  to 
support  in  the  large  financial  structure  we  are  undertak¬ 
ing  right  now  to  buy  all  these  planes,  and  planes  which 
w’e  bought  without  any  belief  that  we  would  have  super¬ 
imposed  on  us  additional  cargo,  strictly  cargo  carriers, 
for  the  lucrative  haul  business. 
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Q.  In  your  answer,  Mr.  Crary,  when  you  stated  taking 
the  cream  off  the  business,  one  or  tw’o  phrases  there,  did 
you  have  in  mind  that  the  applicant  I  have  been  ques¬ 
tioning  you  about,  namely,  American  Air  Express  Cor¬ 
poration,  is  a  linear  schedule  route  proposal  serving  in¬ 
termediate  cities,  similar  in  character  to  the  passenger,  mail 
and  express  business  established  by  United?  A.  I  know 
only  the  general  terms.  If  you  will  let  me  look  at  your 
map,  I  will  be  glad  to  answer  it. 

Q.  I  haven’t  it  here,  sir. 

The  Witness :  If  I  may  have  a  map,  Mr.  Examiner. 
6236  Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record) 

Examiner  Cusick:  On  the  record. 

The  Witness:  I  will  not  change  my  answer,  because  I 
think  the  statement  that  I  made  is  still  true,  that  as  a 
freight  carrier  you  could  seek  and  get  a  very  substan¬ 
tial  amount  of  this  long-haul  business  which  wTe  have  pro¬ 
vided  for  in  our  financial  outlays  and  schedules  -which  we 
are  setting  up. 

Examiner  Cusick:  The  record  should  show  that  just 
prior  to  the  answer  just  given  by  Mr.  Crary,  in  an  off-the- 
record  discussion,  the  type  of  route  proposed  by  American 
Air  Express  was  outlined  to  the  witness. 

By  Mr.  Page: 

Q.  On  the  same  page,  page  2  of  Exhibit  17,  Mr.  Crary, 
the  excerpt  from  your  1945  annual  report,  referring  to 
your  air  freight  schedules,  you  state,  “Unlike  Air  Express, 
this  is  an  airport-to-airport  service  with  optional  pickup 
and  delivery  at  extra  cost.” 

United  recognizes  for  traffic  and  tariff  purposes  the  dis¬ 
tinctions,  then,  between  express  and  freight  more  sharply 
perhaps  than  some  of  the  other  certificated  carriers  who 
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are  intervenors  here.  Is  that  right,  sir?  A.  No.  I  think 
we  have  a  common  practice,  as  I  understand  it.  The  ex¬ 
press  charge  includes  pickup  and  delivery,  whereas  the  air 
freight  does  not 

Q.  Perhaps  my  question  wasn’t  clear.  You  distinguished 
between  air  express  and  air  freight  clearly,  rather  than 
lumping  them  together  under  the  phrase,  “Air  Car- 

6237  go”?  A.  We  look  upon  air  express  and  air  cargo 
as  the  movement  of  property.  Some  people  want 

the  expedited  service  which  air  express  gives.  Some  want 
the  slower  service  of  air  freight  By  the  slower  service  I 
mean  primarily  in  the  pickup  and  delivery  system  where 
you  don’t  have  the  frequency  of  pickup  at  the  airport  for 
air  cargo  as  you  do  for  air  express. 

Q.  At  the  outset  of  your  direct  testimony,  Mr.  Crary, 
I  believe  you  stated  that  in  connection  with  United’s  air 
freight  traffic  the  shipper  determines  whether  his  ship¬ 
ment  shall  move  as  express  or  as  freight?  A.  That  is 
correct 

Q.  I  believe  that  is  the  first  statement  of  that  kind 
that  has  been  made  in  this  proceeding.  Now,  could  you 
state,  from  the  standpoint  of  the  traffic  selling  process, 
how  that  election  is  made  by  the  shipper?  A.  Yes.  As¬ 
suming  a  man  walks  into  the  New  York  office,  where  I 
happened  to  be  the  other  day,  and  had  to  go  out  to  Sun 
Valley  and  had  a  mess  of  parkas  and  skiis  and  everything 
else,  and  wanted  to  ship  this  material  by  air  so  he  would 
have  it  when  he  got  there.  We  pointed  out  to  him  there  were 
two  types  of  service,  “Which  do  you  elect?” 

Q.  The  fast  or  the  slow,  the  high  rate  or  the  low?  A. 
We  gave  him  the  express  service  or  the  freight  tariff. 
We  had,  as  a  matter  of  fact,  in  most  of  our  offices,  a  list 
of  air  express  and  air  freight,  and  charge  and  poundage, 
and  handed  it  to  him  and  said  “Which  do  you  want?” 

6238  We  think  it  is  a  service  to  the  customer. 

Q.  That  was  a  relatively  personalized  shipment, 
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Mr.  Crary.  Take  a  load  of  five  hundred  pounds.  What 
would  be  the  process  whereby  the  shipper  would  make  his 
election  with  United  for  that  type  of  industrial  freight? 
A.  In  the  same  way,  as  I  pointed  out  in  the  beginning  of 
my  testimony,  we  have  dress  houses  in  New  York  who  elect 
themselves  to  have  this  particular  hat,  for  instance,  going 
into 'Saks  go  by  air  express,  and  this  other  doesn’t  have 
to  get  down  to  Marshall  Field  until  the  afternoon,  and  they 
ship  that  air  freight. 

Q.  Is  there  any  emphasis  or  pressure  by  the  salesmen 
as  to  generation  of  one  particular  type,  depending  upon 
traffic  conditions  and  the  like?  A.  No.  We  offer  it  to 
the  shipper,  whichever  he  wants.  But  the  most  experienced 
shippers  pretty  near  write  their  own  ticket.  If  they  are 
habitual  users  of  air  freight  because  of  the  type  of  their 
product,  they  will  so  designate. 

Q.  With  respect  to  development  of  your  traffic  policy 
in  air  express  and  freight,  do  you  anticipate  that  the  two 
types  of  traffic  will  follow  separate  lines;  that  is  to  say, 
do  you  believe  that  air  express  will  tend  to  move  more  on 
the  combination  passenger  schedules  and  air  freight  tend 
to  move  more  by  the  cargo  liners,  or  exclusive  freight 
planes?  A.  I  don’t  think  you  can  draw  a  definition;  I 
think  the  air  express  might  be  prone  to  move  on  a 
6239  faster  ship,  whether  it  was  a  cargo  ship  or  a  pas¬ 
senger  ship. 

Q.  Do  you  see  an  eventuality  in  which  the  distinction  will 
vanish  and  it  will  all  be  regarded  as  air  cargo?  A.  Well, 
for  all  our  practical  purposes,  it  is  air  cargo.  I  have  tried 
to  say  repeatedly  that  we  are  moving  property  by  air, 
and  it  is  up  to  the  shipper  to  say  which  he  wants. 

I  think  in  evaluating  the  progress  which  our  company 
has  made  in  the  development  of  air  cargo  since  we  began 
to  get  some  ship  back  and  could  do  something  in  the  way 
of  scheduling,  that  we  have  a  right  to  insist  that  air  ex¬ 
press  and  air  freight  be  added  up  because,  as  far  as  we 
are  concerned,  they  are  both  air  property. 
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Cross  Examination 
By  Mr.  Morris : 

Q.  Mr.  Crary,  you  inferred  from  what  you  said,  that 
the  air  shipper  who  has  two  identical  packages  and  may 
elect  to  send  one  by  air  express  and  one  by  air  freight, 
is  going  to  get  a  faster  service  by  the  air  express?  A.  No. 

Q.  Is  that  what  you  mean!  A.  I  am  sorry  if  you  got 
that  impression,  because  that  is  not  what  I  meant  to  say. 
I  said  that  a  man  making  a  choice  between  cargo  and  ex¬ 
press  would  probably  send  it  by  air  express  if  it  happened 
to  be  going  out  on  a  particular  trip.  Take  a  DC6 
6240  that  goes  across  the  country  faster  than  a  DC3 
cargo  liner.  If  he  has  an  expedited  piece  of  prop¬ 
erty,  judging  one  schedule  against  another  he  might  send 
it  out  on  that  particular  flight,  or  specify  it,  and  say  “I 
might  have  it  ready  by  that  time.” 

Q.  If  the  freight  tariff  is  considerably  less  than  the  ex¬ 
press  tariff,  for  the  same  item,  how  do  you  justify  that  if 
there  isn’t  a  difference  in  the  service?  A.  Well,  there  is 
a  difference  in  the  service,  as  I  explained,  primarily  in  the 
pickup  or  the  frequency  of  delivery  from  the  airport. 

Q.  It  comes  down,  then,  that  the  express  service  is  an 
expedited  service  and  the  freight  service  is  a  deferred 
service?  A.  No,  not  at  alL 

Q.  What  is  it?  A.  The  freight  service  is  where  you 
have  one  or  two  pickups  a  day,  or  one  or  two  deliveries  a 
day,  whereas  an  express  service  you  have  what  you  might 
call  a  high-ball  delivery  service. 

Q.  Suppose  one  man’s  freight  shipment  arrived  at  the 
airport  at  the  same  time  as  another  man’s  express  ship¬ 
ment  of  the  same  size  arrives,  and  there  is  room  on  the 
plane  that  is  about  to  depart  for  only  one  of  the  two. 
Now,  which  would  go  first?  The  express  or  the  freight 
shipment?  A.  We  have  an  allocation  on  our  charts, — 
so  much  is  allocated  to  freight  and  so  much  to  express. 
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We  do  that  on  the  basis  that  we  take  the  monthly 

6241  average  and  we  say  here  on  this  trip  leaving,  trip 
5,  a  late  trip  to  New  York,  say  it  is  out  at  11  o’clock, 

we  say  trip  5  fairly  consistently  has  a  thousand  pounds  of 
express  and  it  has  two  thousand  pounds  of  cargo.  That 
space  is  blocked  off. 

Q.  Suppose  that  the  last  freight  shipment  that  comes  in 
comes  in  after  your  two  thousand  pounds  of  cargo  have 
been  tilled  up  but  there  is  plenty  of  room  in  the  express 
category  for  it!  What  happens  to  it?  A.  It  goes  on.  We 
allocate,  which  is  all  anyone  can  do,  on  the  basis  of  the 
law  of  averages,  and  that  would  go  on  if  there  were  space 
for  it. 

We  are  anxious  for  the  revenue. 

Q.  Suppose  it  were  just  the  other  way  around,  that  when 
the  express  shipment  gets  out  there  the  express  category 
has  been  filled  up  but  the  freight  category  is  open?  Then 
what  happens?  A.  Put  it  on. 

Q.  You  charge  a  different  rate  but  there  is  not  any  dif¬ 
ference  in  the  expedition  of  the  thing  when  it  gets —  A. 
The  expedition  is  on  the  ground,  as  I  tried  to  point  out. 
And  that  is  why  some  people  prefer  it.  Especially  news¬ 
papers.  Newspapers  prefer  to  use  air  express  because  they 
get  a  high-ball  service  from  the  airport  on  the  Chicago 
Tribune.  If  they  used  air  freight,  they  would  have  to  wait 
for  the  regular  timed  delivery  service,  which  they  know 
about. 

Examiner  Cusick:  Couldn’t  they  pick  up  the  shipment 
at  the  airport  and  deliver  it  at  the  airport  and  get 

6242  the  same  speed  of  service  as  if  they  shipped  by 
air  express? 

The  Witness:  Anyone  can  come  out  to  the  airport  and 
get  their  own  shipment  if  they  want  to.  But  we  found, 
Mr.  Examiner,  that  because  of  certain  delays  in  arrival  of 
planes  and  so  forth,  and  they  know  the  expedited  service 
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the  Tribune  can  get  from  the  express  agency,  that  they  do 
use  that,  although  very  frequently  newspapers  do  send 
their  own  people  out. 

Examiner  Cusick:  I  have  been  trying  to  follow  it,  and 
the  only  difference  I  see  in  the  service  is  in  the  pickup  and 
delivery. 

The  Witness :  That  is  about  alL 

Examiner  Cusick :  There  is  no  difference  in  the  schedule 
of  the  shipment  once  it  leaves  the  airport  and  arrives  at 
its  destination,  between  freight  and  air  express? 

The  Witness:  That  is  correct.  And  I  am  trying  to  make 
out  that  the  difference  is  in  your  pickup  and  delivery 
system. 

By  Mr.  Morris: 

Q.  Do  you  provide,  or  propose  to  provide,  a  pickup  and 
delivery  system  for  each  type  shipment,  that  is,  you  will 
give  door-to-door  service  on  the  types?  A.  We  already 
have  it.  The  Railway  Express  Company  delivers  the  ex¬ 
press  shipment  and  we  have  designated  in  each  one  of  these 
towns,  and  we  have  them  listed,  the  name  of  a  ground 
transportation  man  with  the  tariff  all  published,  what  to 
charge  for  it.  And  we  will  help  the  man.  In  fact, 
6243  we  will  give  him  the  telephone  number,  and  say,  “If 
you  want  to  take  a  shipment  out  for  Trip  5,  here  is 
the  fellow  who  will  pick  it  up,”  and  he  is  charged  so  much. 

Q.  If  your  experience  has  been  that  the  pickup  service 
of  Railway  Express  is  a  high-ball  type  of  service,  it  is 
different  from  that  of  most  of  the  shippers  I  have  heard 
speak  of  it.  A.  Well,  all  I  can  say  on  that  is  that  the 
Railway  Express,  under  agreement  with  the  airline,  agrees 
to  provide  a  connecting  service. 

Q.  As  a  matter  of  fact,  the  Railway  Express,  in  the 
average  city,  has  a  scheduled  routing  of  its  trucks,  doesn’t 
it?  Just  the  same  as  you  say  you  have  for  your  freight 
pickup?  A.  I  don’t  know  all  the  routing  details.  I  do  know 
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there  are  certain  shipments  that  are  taken  down  to  the 
central  point  and  then  as  quickly  as  possible  taken  around. 

Certain  other  shipments:  they  take  them  around  in  a 
little  cart  directly  to  the  point  of  destination. 

Q.  Going  back  to  the  original  Railway  Express  agree¬ 
ment,  didn’t  it  bind  the  airlines  always  to  charge  twice 
Railway  Express  rates?  A.  In  the  original  contract  there 
was  a  clause  that  the  airlines  could  not  charge  less  than 
twice  the  railroad  rate,  but  that  was  never  of  any  force, 
because  with  the  equipment  we  had  in  service  then,  we 
weren’t  able  to  make  rates  which  would  be  as  low 
6244  as  twice  the  railway  rates.  And  since  then,  that 
!  clause  has  been  taken  out,  and  the  airlines  can  in¬ 
struct  the  Railway  Express  Agency  today  to  put  in  a  rate 
lower  than  railroad  rates  if  they  want  to. 

The  airlines,  I  would  like  to  point  out,  under  this  con¬ 
tract  and  the  way  it  functions,  have  designated  the  rate, 
they  control  the  advertising,  they  have  controlled  the  sales 
policies. 

Q.  As  a  matter  of  fact,  if  you  got  your  rate  down  to  a 
competitive  level  where  it  was  truly  competitive  with  the 
Railway  Express  rates,  do  you  think  that  service  would 
any  longer  be  available  to  you?  A.  Yes,  I  think  so,  be¬ 
cause  they  are  interested  in  getting  the  revenue  from  a 
pickup  and  delivery  standpoint.  That  is  something  that 
the  Railway  Express  Agency  would  have  to  answer,  but  it 
is  my  opinion  that  the  Railway  Express  Agency  would 
continue  that  contract. 

Q.  Now,  you,  I  realize,  don’t  sponsor  this  particular 
exhibit,  but  I  would  like  to  direct  your  attention  and  ask 
you  a  policy  question,  and  that  is  about  Exhibit  TJ-15,  at 
the  bottom  of  page  1. 

There  is  shown  a  piece  of  equipment,  a  picture  at  the 
extreme  left-hand  side,  described  as  a  “built-in  piece  of 
equipment  which  will  be  used  primarily  for  off-line  opera¬ 
tions.” 
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Does  United  carry  on  some  off-line  operations?  A.  Yes. 
We  have  carried  charter  operations  to  some  point  off  our 
system  occasionally. 

Q.  That  fact  that  you  built  in  this  piece  of  equip- 
6245  ment,  are  you  contemplating  going  into  the  con¬ 
tract  air  freight  business  in  a  general  way? 

The  Witness:  What  is  the  question? 

Examiner  Cusick:  Please  read  the  question,  Mr.  Re¬ 
porter. 

(Question  read) 

The  Witness:  United  Airlines  will  accept  charter  busi¬ 
ness  and  solicit  charter  business  in  the  areas  in  which 
it  operates,  and  while  this  caption  may  point  out  that  this 
is  for  off-line  operations,  it  certainly  is  a  useful  piece  of 
machinery  in  connection  with  our  regular  point-to-point 
operations. 

By  Mr.  Morris: 

Q.  Mr.  Crary,  you  have  described  at  considerable  length 
the  steps  and  plans  and  desires  of  your  company  which 
constitute,  as  you  maintain,  a  reason  against  receiving 
any  of  the  applicants  in  this  case. 

Couldn’t  the  identical  reason  be  used,  word  for  word, 
as  an  argument  for  reducing  the  amount  of  competition 
you  now  have?  That  is,  couldn’t  it  be  an  argument  for 
consolidating  or  eliminating  certain  of  the  carriers  now, 
on  the  basis  of  an  economic — 

Mr.  Godehn :  I  object  to  that  question.  It  assumes  that 
a  permanent  certificate  can  be  terminated.  It  can’t. 

Mr.  Morris:  I  am  asking  about  the  economics  and  the 
logic  of  his  argument. 

The  Witness:  The  answer  to  that  is  that  the  Board 
lias  certificated  33  carriers  in  the  United  States  today.  The 
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j  Board  has  found  out  that  those  operations  are  re- 

6246  quired  in  the  public  convenience  and  necessity. 

By  Mr.  Morris: 

Q.  That  isn't  exactly  responsive  to  my  question.  I  was 
asking  you  as  to  the  matter  of  the  economics  of  your  dis¬ 
cussion  here,  and  the  logic  of  that ;  couldn’t  you,  assuming 
that  such  a  subject  were  under  discussion,  apply  those 
same  identical  contentions  to  advocate  a  reduction  in  the 
existing  number  of  carriers?  A.  I  am  not  a  lawyer,  but  I 
don’t  think  United  Air  Lines  could  go  to  the  Board  and 
say,  “Cancel  somebody  you  put  on  our  route  yesterday 
because  it  is  too  tough  for  us.” 

Q. !  Eliminate  that  problem  that  seems  to  be  worrying 
you,  and  assume  that  such  a  situation  confronts  you,  and 
you  may  be  in  a  case  which  might  be  a  merger  proposition, 
and  some  question  of  that  type  came  up,  wouldn’t  you,  in 
the  economics  of  your  position  here,  be  just  as  strongly 
applied  to  reducing  the  number  of  carriers  presently  oper¬ 
ating?  A.  No.  I  don’t  think  United  could  do  that.  But 
I  don’t  think  the  Board  should  compound  the  situation  by 
making  it  worse. 

Q.  You  still  haven’t  faced  my  question. 

Examiner  Cusick:  The  answer  was  “no”,  I  think,  Mr. 
Morris. 

Mr.  Morris:  Is  that  the  answer  you  intended  to  give, 
“no”,  plus  all  the  explanation? 

The  Witness:  Mr.  Examiner,  I  am  not  trying  to  evade 
this  thing,  but  he  asked  me  a  legal  question  which  I 

6247  am  not  prepared  to  state. 

Mr.  Morris :  I  didn’t  ask  a  legal  question.  I  didn’t 
intend  it  as  such.  I  am  just  asking  as  to  the  logic  and 
economics  of  your  position. 

The  Witness :  I  would  say  we  would  be  very  happy  if  the 
Board  would  cancel  certain  routes  that  they  gave,  if  that 
would  help  you. 
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By  Mr.  Morris: 

Q.  And  the  same  reasoning  would  lead  to  that  result 
that  you  have  advanced  here!  A.  I  think  I  have  answered 
that  question. 

Q.  I  will  ask  you  one  more  along  the  same  line. 

And  if  you  applied  that  reasoning,  pushed  it  to  its 
logical  limits,  you  would  emerge  as  an  advocate  of  one 
comprehensive  airline  for  the  country,  wouldn’t  you?  A. 
No.  United  Airlines  certainly  doesn’t  believe  that  you 
should  have  one  unified  airline.  We  think  a  certain  justi¬ 
fiable  competition  should  be  set  up,  and  we  certainly  think 
we  have  plenty  of  that  between  Los  Angeles  and  San  Fran¬ 
cisco,  and  Chicago  and  San  Francisco. 

You  have  the  competitive  situation  now.  United  Air 
Lines  has  never  urged  that  you  abolish  competition. 

Q.  You  of  course  have  advocated  the  maximum  usage 
of  the  combination  type  of  plane.  I  take  it  you  would 
admit,  however,  that  there  are  certain  types  of  cargo 
that  are  inherently  unsuited  for  carriage  in  a  combination 
plane?  A.  That  is  right.  And  that  is  why  we  have  Cargo- 
liners. 

Q.  How  many  freight  tariffs  has  your  company 
6248  filed,  or  placed  in  operation,  at  different  times?  A. 

Prior  to  February  1,  the  tariff  that  we  had  in  for 
property  was  the  air  express  tariff,  and  then  on  February 
1  of  this  year  we — February  1  of  last  year  we  filed  a  cargo 
tariff  which  was  put  in  because  we  w ete  then  able  to  offer 
the  cargo  service. 

We  felt  we  were  in  a  position  to  get  some  ships  into 
service,  long  delayed  for  four  years,  and  that  is  when  we 
filed  the  freight  tariff. 

Q.  Is  that  same  one  still  in  effect  or  have  you  modified 
it?  A.  There  may  have  been  some  minor  modifications, 
but  fundamentally,  it  is  the  original  tariff. 

Mr.  Godehn:  It  is  in  the  book  of  exhibits. 
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By  Mr.  Morris: 

Q.  Are  you  willing  to  stipulate  that  all  of  your  tariffs 
may  be  referred  to  for  these  purposes!  A.  Yes.  They  are 
in  this  book. 

Mr.  Morris:  Not  all! 

Examiner  Cusick:  Mr.  Godehn! 

Mr.  Godehn:  Yes,  I  think  they  are  all  in. 

By  Mr.  Morris: 

Q.  Do  you  have  here  somewhere  in  your  exhibits  the 
amount  of  air  freight  you  carried,  month  by  month!  A. 
Yes,  Mr.  de  Voursney  will  testify  to  that. 

Q.  Any  of  the  statistics  of  your  air  freight  operation 
can  be  given  by  another  witness!  A.  That  is  correct. 

Q.  Has  your  company  been  a  stockholder  in  Air 
6249  Cargo,  Inc.,  from  the  beginning!  A.  Yes,  we  have. 

We  are  one  of  the  originals  when  the  scope  of  that 
was  primarily  a  research  organization,  and  we  are  now  a 
member  of  it. 

Q„  Have  its  research  reports  from  time  to  time  been 
made  available  to  you!  A.  They  have. 

6251. 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Craven: 

•  •  •  •  • 

6262 

•  •  •  •  • 

Q.  Well,  I  misunderstood  you.  I  am  not  a  stenographer. 
But  you  did  indicate  that  the  speedup  of  rail  services  is 
destroying  the  possibility  of  such  traffic.  A.  What  I  meant 
to  say  was  that  it  minimizes  our  ability  to  go  out  and 
get  traffic  which  some  people  think  you  can  get. 

Q.  Aren’t  the  air  forwarders  actually  getting  it,  between 
Chicago  and  Cleveland,  and  shipping  it  over  your  route! 
A.  Yes,  we  are  getting  some.  I  didn’t  say  we  won’t  get 
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any.  I  said  the  faster  the  plane  service  and  the  better 
the  overnight  delivery  by  rail,  the  bigger  competition  we 
have. 

Q.  And  the  faster  the  air  service,  and  the  more  of  them, 
the  more  service  for  the  air  carrier. 

Mr.  Reilly:  Shouldn’t  this  be  deferred  until  we  go  into 
the  freight  forwarder  case? 

Mr.  Craven:  No.  He  is  contending  there  is  a 
6263  dearth  of  traffic  between  Chicago  and  Cleveland  and 

I  am  calling  his  attention  to  the  fact  that  the  air 
forwarders  are  gathering  that  business  up  and  putting  it 
on  the  air  lines. 

Mr.  Godehn:  They  are  today? 

Mr.  Craven:  Yes,  they  are  today. 

By  Mr.  Craven: 

Q.  Isn’t  it  true — 

Examiner  Cusick:  Just  a  moment. 

There  is  an  objection  pending. 

Mr.  Reilly,  I  am  wondering  whether  or  not  Mr.  Craven 
is  testifying  here  as  to  what  the  freight  forwarders  are 
going  to  do,  or  whether  or  not  there  is  some  testimony  on 
the  record  here  upon  which  he  is  basing  his  question. 

My  objection  is  made  on  the  ground  there  is  nothing  in 
here  showing  what  freight  forwarders  are  doing,  or  are 
going  to  do. 

Mr.  Craven :  That  is  what  I  am  asking  him. 

Mr.  Godehn:  Then  ask  him. 

Mr.  Craven :  I  have  asked  him. 

Examiner  Cusick :  The  objection  is  overruled  The  wit¬ 
ness  may  answer. 

By  Mr.  Craven: 

Q.  Isn’t  it  a  fact  that  the  air  forwarders  are  now  gather¬ 
ing  up  business  in  Chicago  and  shipping  it  over  United 
to  Cleveland?  A.  The  answer  is  no. 
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Q.  Yon  say  they  are  not  doing  that?  A.  That  is  right. 
Q.  Isn't  Emery  Air  Freight  doing  that  very  busi- 

6264  ness  with  United,  if  not  between  Chicago  and  Cleve¬ 
land,  then,  for  transits  that  are  not  any  longer?  A. 

Not  to  my  knowledge.  Mr.  Graddick  can  answer  that. 

Q.  Yon  are  not  familiar,  then,  with  those  shipments, 
are  you,  of  that  character?  A.  I  know  the  general  plan 
of  forwarders,  but  I  do  not  know  whether  we  do  business 
with  Emery  or  not. 

Q.  If  yon  were,  you  wouldn’t  know  it?  A.  I  say  I  don’t 
know. 

But  I  would  like  to  say  this,  that  irrespective  of  the 
forwarders  role  in  this  picture,  if  the  rates  by  rail  ex¬ 
press  or  by  overnight  boxcar  freight,  and  the  efficiency 
of  the  railroad  service  is  what  they  are  making  it,  yon  are 
still  going  to  have  the  sales  obstacle  and  minimize  your 
market,  which  means  that  the  air  lines  must  throw  more 
and  more  reliance  upon  the  long-haul  traffic. 

Q.  I  think  everybody  will  agree  with  you  on  that. 

Examiner  Cusick:  I  think  so  too.  I  don’t  know  why  all 
these  questions  and  answers.  It  is  along  the  same  ground. 
It  is  generally  conceded  by  everyone  in  the  case. 

Mr.  Craven :  I  will  say  why,  because  it  comes  along  and 
minimizes  this  business,  where  I  happen  to  know  there 
is  a  lot  of  this,  or  a  very  substantial  part  of  it,  which  ap¬ 
parently  he  is  ignorant  of. 

By  Mr.  Craven: 

Q.  Now,  you  have  said  that  air  cargo  can  be  expanded. 
And  as  I  understood  you,  the  cost  factor  is  the  controlling 
thing. 

Now,  what  do  you  mean  by  cost  factor?  Do  you 

6265  mean  the  cost  to  the  shipper  alone?  A.  I  mean 
what  the  shipper  has  to  pay  for  it.  I  will  illustrate 

that  by  pointing  out  here  that  the  rate  per  ton  mile, 
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United  States,  by  railroad  is  about  one  cent  a  mile.  Less 
than  a  carload  lot  is — 

Q.  Just  a  moment. 

Mr.  Godehn :  Let  him  finish. 

By  Mr.  Craven: 

Q.  Let  me  ask  you  this,  in  order  to  save  a  lot  of  time. 

You  are  going  to  give  a  bunch  of  figures,  I  see.  A.  No, 
just  five  of  them. 

Q.  Tell  me  what  they  are.  Are  they  figures  which  re¬ 
flect  a  recent  rate  increase,  the  recent  rate  increase  both 
of  rail  and  express,  and  are  they  in  terms  of  railroad  miles 
or  are  they  in  terms  of  air  miles?  A.  They  are  in  terms 
of  per  ton  mile. 

Q.  What  kind  of  a  mile?  An  air  mile  or  rail  mile? 

Mr.  Godehn :  Why  don’t  you  let  him  answer  and  find  out 
what  it  is. 

Examiner  Cusick:  Let  us  get  on  with  the  answer,  and 
then  if  you  have  any  further  answers  on  it,  he  can  explain 
it. 

By  Mr.  Craven : 

Q.  Can  you  clear  this  as  you  go  along?  A.  Yes,  cer¬ 
tainly. 

Q.  All  right.  Go  ahead.  A.  The  reason  I  am  quoting 
these  figures,  Mr.  Examiner,  is  to  show’,  to  empha- 
6266  size  the  point  you  made,  namely,  that  cost  is  a — 

Examiner  Cusick:  The  point  that  Mr.  Craven 

raises  ? 

The  Witness :  That  is  right. 

Examiner  Cusick:  I  don’t  want  to  interrupt  you,  Mr. 
Crary,  but  you  said  “the  reason  I  state  this,  Mr.  Examiner, 
is  because  of  the  point  you  raised.” 

The  Witness :  The  point  Mr.  Craven  raised  is  that  costs 
are  a  controlling  factor. 
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The  rate  per  ton  mile  in  railroads  is,  to  be  exact,  9.8 
cents  a  ton  mile. 

Less  than  carload  lots  is  3.6. 

Truck,  door  to  door,  is  3.8. 

Railway  Express  is  9.1. 

And  air  freight  ranges  today,  depending  on  which  com¬ 
pany  quotes  it  and  what  day  they  quote  it,  from  12  cents 
to  26  cents. 

Now,  my  point  is,  with  that  wide  spread  there,  that  the 
choice  of  the  shipper  certainly  is  for  the  cheaper  form  of 
transportation  if  it  will  get  the  product  there  at  the  time 
he  wants  it. 

We  have  a  parallel  of  that  in  the  air-passenger  field, 
where  we  have  very  successfully  invaded  the  Pullman 
market,  but  where  the  coach  market,  w'hich  is  two  cents  a 
mile,  is  so  substantially  more  inexpensive  that  we  have 
difficulty  in  penetrating  that  market. 

By  Mr.  Craven: 

Q.  Have  you  finished  giving  us  your  information  about 
those  figures?  A.  That  is  right. 

6267  Q.  I  was  going  to  suggest  to  you,  that  when  you 
suggest  those  figures,  you  ought  to  tell  some  things 
about  them  which  would  make  it  impossible  for  them  to 
be  misleading. 

Are  those  railroad  figures,  figures  ■which  reflect  the  17 
percent  increase  in  rates  given  here  a  month  ago?  A.  No. 
These  figures  I  got  in  Chicago,  were  compiled,  I  think,  on 
the  basis  of  19 — the  previous  tariff. 

Q.  You  would  have  to  adjust  them,  would  you  not?  A 
There  would  be  minor  adjustments. 

Q.  Is  17  per  cent  a  minor  adjustment?  A.  I  say  these 
figures  are  subject  to  adjustment. 

Q.  Now,  there  was  a  10  percent  increase  in  express  rates 
last  December.  Is  that  in  or  not?  A.  That  is  in. 
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Q.  Sure?  A.  It  has  been  approved. 

Q.  And  there  was  an  adjustment  of  express  rates  in 
1942.  Is  that  in?  A.  That  would  be  in  if  these  were  the 
1945  figures. 

Q.  Before  you  can  compare  these  rates  with  airline 
rates,  I  mean  the  express  and  the  railroad  rates,  you  have 
to  put  them  on  an  airmile  lineage  basis.  You  haven’t  done 
that,  have  you?  A.  No,  but  the — generally  speaking  you 
can  see  the  disparity  between  the  costs  of  different  forms 
of  transportation.  Everybody  in  the  room  knows  that  it 
is  a  lot  cheaper  to  ship  by  rail  express  than  it  is  air  ex¬ 
press,  and  cheaper  to  ship  by  less  than  carload  lot  and 
by  truck  than  it  is  rail  express. 

6268  Q.  But  not  as  much  cheaper  as  your  figures  indi¬ 
cate.  A.  To  save  time,  I  will  say  that  these  can 
be  modified  somewhat. 

Q.  Now,  may  I  ask  you  this:  Would  you  tell  me,  please, 
in  terms  of  ton  miles,  what  your  United  rates  are?  The 
only  one  I  know  definitely  is  this  one  that  is  quoted  out 
of  an  advertisement. 

I  was  afraid  perhaps  somebody  might  have  been  too  en¬ 
thusiastic  when  they  quoted  it.  That  was  14  cents  a  ton 
mile  for  3,000  pounds.  A.  Our  rates  run  from,  on  our 
cargo  tariff,  from  14  cents  to  around  26  cents  a  ton  mile, 
based  on  the  volume  of  the  shipment,  or  the  weight  of  the 
shipment. 

Q.  And  from  14  to  26  cents?  A.  That  is  right. 

Q.  And  what  is  the  next  rate  above  14  cents,  between 
that  and  26? 

Mr.  Godehn:  Isn’t  that  all  in  the  exhibits,  Mr.  Craven? 

Mr.  Craven :  I  didn’t  think  it  was  figured  out.  I  haven’t 
been  able  to  find  it. 

Mr.  Godehn:  The  tariffs  are  in  there. 

The  Witness :  May  I  suggest  that  you  direct  these  ques¬ 
tions  to  Mr.  Graddick,  who  is  familiar  with  all  the  tariffs? 
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Mr.  Craven:  All  right.  I  have  no  objection  to  that. 

By  Mr.  Craven : 

Q.  Now,  you  intend  to  reduce  these  rates  just  as  fast 
as  you  can?  A.  Very  definitely. 

Q.  And  the  reason  you  think  you  can  reduce  them 

6269  is  that  you  think  that  the  certificated  carriers  like 
you,  can  do  business  cheaper  than  anybody.  Is  that 

right?  A.  Yes.  T  think  it  lower  rates  are  to  be  given  to 
the  public  that  the  certificated  airlines  can  do  them  quicker 
and  more  logically  than  can  a  new  carrier  being  set  up  in 
business. 

I  am  talking  about  rates  which  are  just  and  remunera¬ 
tive,  not  rates  which  people  come  to  a  hearing  and  testify 
thev  are  losing  money  on. 

Q.  What  do  you  mean  by  just  and  remunerative?  A.  I 
mean  that  return  a  reasonable  return  to  the  company.  We 
are  charged  by  the  Board  of  putting  in  rates  which  are 
fair  to  the  public  and  which  are  orderly  rates,  not  rates 
on  which  we  lose  money. 

Q.  That  is,  rates  which  fairly  represent  the  cost  of  the 
service  a  legitimate  and  reasonable  profit?  A.  That  is 
correct. 

•  •  *  •  • 

6270 

•  •  *  •  • 

By  Mr.  Craven: 

Q.  Will  you  tell  me  please  what  the  costs  are  of  the 
cargo  service,  with  the  costs  spread  in  the  manner  and 
for  such  items  and  similar  items  as  of  the  present  or  a 
reasonably  recent  time?  A.  I  can’t  give  detailed  cost  but 
I  can  say  that  United  Air  Lines,  on  January  1  set  up  a 
strict  accounting  procedure  so  that  we  can  assess  the  air 
property  or  air  cargo,  charges,  which  reflect  all  charges 
which  we  could  segregate. 
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Q.  And  you  think  that  that  procedure  which  you  estab¬ 
lished  the  first  of  this  year  was  an  essential  requisite  to 
the  proper  conduct  of  your  business,  did  you  not, 
6271  the  freight  business’  A.  Yes,  sir.  We  think  it  is 
a  desirable  thing  to  know  the  details  of  our  one 
branch  of  our  business. 

Q.  And  may  I  ask  you,  do  you  have,  or  does  any  other 
witness  here  have,  any  of  the  results  of  that — of  the  studies 
or  analysis  which  you  inaugurated’  A.  I  have  them,  and 
I  said  that  we  set  up  the  symbol  number  under  which  these 
costs  could  be  segregated,  January  1.  I  mean,  we  are  mak¬ 
ing  it  more  detailed  than  wre  previously  had. 

Q.  May  I  ask  whether  any  witnesses  can  produce  for 
us  any  results  of  that  sort  of  analysis'?  Or  do  you  intend 
to  have  them  produced? 

Mr.  Godehn :  No,  we  haven’t  any  details  of  that 

•  •  *  #  • 

6283 

•  •tit 

Q.  Now,  at  the  time  you  fixed  these  rates,  you  fixed  them 
below  the  level  of  what  you  understood  to  be  the  cost  of 
carrying  the  freight,  did  you  not?  A.  No,  I  think  that 
the  rates  that  we  have,  taken  in  conjunction  with  our  type 
of  operation,  are  reasonable  rates. 

Q.  You  don’t  mean  to  say,  do  you,  that  you  think  they 
are  as  high  as  the  per-ton-mile  cost  of  handling  freight? 
A.  We  don’t  know  exactly.  I  have  told  you — yesterday — 
we  are  setting  up  as  nearly  as  we  can  a  cost  determination 
system. 

•  •  •  *  • 

6284 

•  *  *  •  • 

A.  I  told  you  a  minute  ago  that  we  don’t  know  what  the 
determination  of  costs  is.  We  are  going  to  find  out 
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But  as  a  rate  which  is  productive  from  the  standpoint 
that  it  will  create  business,  that  is  a  reasonable  rate. 

Q.  Excuse  me.  Of  course,  it  doesn’t  mean  anything  to 
say  that  is  a  reasonable  rate.  What  T  am  trying  to  get 
you  to  tell  me  is  whether  or  not  that  rate  of,  say,  26  cents 
can  be  considered  more  than  your  costs  only  if  you  calcu¬ 
late  those  costs  on  an  added  cost  basis?  A.  I  don’t  know. 

•  •  •  •  • 

6285 

•  •  •  •  * 

Q.  And  is  it  not  true  that  when  you  announced  these 
rates,  that  he  stated  that  the  cost  of  your  doing  business 
was  33  cents  a  ton-mile:  and  that  he  was  authorizing  a 
rate  which  wras  at  least  14  cents  less  than  that  cost?  A.  I 
don’t  know  what  you  refer  to.  If  he  made  that  statement, 
that  is  his  evaluation,  and  ho  may  have  some  information 
I  don’t  have. 

Q.  Well,  the  reason,  of  course — I  know  how  difficult 
these  things  are,  but  I  am  simply  calling  attention  to  this 
inconsistency  as  I  understand  it. 

And  if  you  can  explain  it  away,  that  is  all  right.  In  the 
position  of  your  company,  I  am  now  going  to  read  from 
page  167  of  the  Aviation  Daily  of  February  4th,  1946.  This 
is  an  article  which  has  to  do  with  statements  made  by  Mr. 
Patterson  with  reference  to  the  setting  up  of  your  freight 
service. 

I  will  give  you  this  in  a  minute.  A.  What  is  the  date? 

Q.  The  date  of  it  is  February  4th  of  last  year. 

“On  the  subject  of  cargo,  Patterson  said  his  research 
department  was  unable  to  find  a  big  field  for  cargo;  that 
the  company  would  have  to  have  33  cents  a  ton- 

6286  mile  to  earn.’  cargo  economically;  but  that  the  com¬ 
pany  is  embarking  on  a  19-cent  per  ton-mile  cargo 

rate  to  see  what  can  be  developed.” 

Now’,  what  have  you  to  say  about  that?  A.  I  don’t  know 
whether  he  was  talking  about  carrying  cargo  in  passenger- 
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cargo  planes,  or  whether  he  was  just  referring  to  strictly 
cargo  liners,  of  which  we  have  some  now. 

Q.  He  was  talking  about  the  business  you  were  doing  at 
the  time,  isn’t  it  reasonable  to  assume?  A.  We  had  both 
kinds  of  equipment  at  that  time. 

Q.  Well,  your  19-cent  rate  didn’t  apply  merely  to  one 
kind,  did  it?  A.  It  applied  on  both  ships. 

Q.  Then  he  must  have  been  speaking  about  both  ships, 
must  he  not?  A.  I  don’t  know. 

Q.  Now,  have  you  examined  Exhibit  525  in  this  case? 
A.  I  have  not. 

Q.  Well,  examine  that,  Mr.  Crary.  That  is  an  exhibit 
which  first  strikes  out  the  costs  allocable  directly  to  pas¬ 
senger  operation  alone,  and  then  allocates  the  costs  of 
operation  on  the  basis  of  the  ton-miles,  that  being  the 
method  used  commonly  in  rate  case  orders  by  the  Board 
itself.  And  that  produces  a  freight  expense  of  32.9  cents 
a  mile,  which  is  l/10th  of  a  cent  less  than  what  Mr.  Patter¬ 
son  said  it  cost.  What  have  you  got  to  say  about  that? 

A.  I  would  have  to  study  this  more  thoroughly  than 
6287  I  can  here,  to  analyze  this  statement.  There  are 
a  lot  of  costs  that  have  to  be  studied  carefully  be¬ 
fore  I  could  make  a  comment  on  that. 

•  •  •  •  • 

6294 

•  •  *  •  • 

Cross  Examination 
By  Mr.  Beitel : 

Q.  Mr.  Crary,  how  long  has  United  Air  Lines  been  offer¬ 
ing  its  air  freight  service?  A.  Since  February  1st,  1946, 
as  freight.  We  have  carried  property,  of  course,  since 
1937,  through  predecessor  companies. 

Q.  In  your  direct  testimony,  you  said  that  cargo  always 
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moved  by  the  cheapest  method.  But  haven’t  you  found,  in 
transporting  freight,  that  there  is  some  cargo  that  would 
never  move  except  by  air?  A.  I  don’t  recall  making  that 
statement.  I  said  the  preference  of  cargo  was  to  move  by 
the  cheapest  method.  Obviously,  your  question  is  correct. 
There  are  many  instances — and  we  are  trying  to 

6295  develop  more  instances — where  we  can  develop 
transportation  by  air  cargo. 

Q.  Now,  with  reference  to  these  companies  that  are 
operating  their  own  cargo  planes  as  private  carriers,  is 
Kaiser-Frazer  one  of  those?  A.  No,  I  didn’t  have  that 
in  mind.  I  know  there  is  a  California  cooperative  which 
has  one.  I  know  that  the  Standard  Oil  of  Indiana  has 
three  or  four,  a  fleet  of  them.  And  the  aricraft  manufac¬ 
turers  are  making  a  big  drive  right  now  to  sell  corpora¬ 
tions  ships  which  they  can  use  for  their  own  inter-company 
haulage  of  freight  between  plants ;  intrastate,  for  example : 
this  operation  in  California  is  intrastate. 

Q.  That  is  a  cooperative,  though;  it  is  not  one  company? 
A.  Yes,  but  it  pecks  away  at  your  market. 

Q.  With  reference  to  the  types  of  competition  which 
United  has  at  the  present  time,  you  mentioned  U.  S.  Air¬ 
mail.  Don’t  you,  as  a  matter  of  fact,  carry  the  air  mail? 
A.  Yes.  But  I  was  pointing  out  how  that,  subtracted  from 
the  potential  market  of  cargo,  would  affect  the  estimates 
which  people  make  of  the  amount  which  would  be  carried 
by  cargo  alone. 

Q.  But  you  actually  carry  mail,  and  get  a  greater  re¬ 
turn  from  mail  than  you  do  from  freight?  A.  Yes,  I 
wasn’t  minimizing  that.  I  was  just  showing  some  of  the 
competitive  things  that  whacked  down  some  of  these  esti¬ 
mates  that  have  been  made  here  of  strict — 

6296  Q.  When  you  were  discussing  the  number  of  com¬ 
panies  which  were  certificated  by  the  Board,  you 

included  the  so-called  local  and  feeder  carriers  which  have 
been  certificated?  A.  I  do. 
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Q.  Do  you  think  that  those  local  and  feeder  carriers  are 
going  to  transport  freight  to  any  great  degree?  A.  Not 
to  any  great  degree.  I  think  they  are  going  to  make  an 
effort  to  carry  as  much  freight  as  they  can,  because  they 
are  looking  for  all  kinds  of  revenue.  But  they  are  in  a 
position  to  interchange  with  the  trunk  line  operators,  for 
example. 

Q.  Are  they  in  a  position  to  interchange,  Mr.  Crary,  if 
they  operate  different  types  of  equipment,  for  example? 
A.  Why,  yes.  I  think  that  is  one  of  the  fundamental  er¬ 
rors  of  some  of  this  reasoning  that  has  been  going  on  for 
weeks  here :  that  everything  has  to  be  carried  in  one  plane 
all  the  way  through. 

Now,  I  will  illustrate  by  saying  this:  Before  the  war, 
35  per  cent  of  United’s  passenger  business  came  from  con¬ 
necting  carriers.  And  as  I  recall  it,  about  30  per  cent  of 
the  air  express  business  is  a  connecting  business. 

Now,  the  airlines  right  now  are  working  on,  have  on  file 
with  the  Board,  a  consolidated  tariff,  so  that  by  one  bill 
of  lading  you  can  take  something — I  will  give  an  example : 
Take  Southwest  Airlines,  which  operates  into  Santa  Rosa, 
whereas  we  don’t;  when  this  is  perfected,  you  can 
6297  get  one  bill  of  lading  to  Santa  Rosa,  and  that 
will  come  to  United,  and  then  United  will  take  it 
to  New  York.  So  in  having  a  rounded-out  picture,  it  is 
very  essential  that  there  be  this  interchange  between  car¬ 
riers  at  points  all  over  the  United  States. 

Q.  You  mean  transshipments?  A.  That  is  correct.  And 
a  great  amount  of  the  express  in  the  United  States  will  be 
moved  by  transshipment. 

Q.  And  how  much  of  your  present  air  freight  movement 
is  transshipment?  A.  I  haven’t  the  figures,  and  all  I  can 
give  you  is  the  prewar  figures. 

Q.  I  am  talking  about  air  freight;  not  air  express.  A. 
Air  freight  hasn’t  reached  that  goal,  because  we  haven’t 
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made  the  interline  agreements,  yet,  pending  the  approval 
of  the  Board  of  this  consolidated  air  handling  procedure 
method. 

Q.  When  you  were  discussing  the  past  service  which  was 
rendered  in  connection  with  the  Railway  Express  Agency, 
I  believe  you  stated  that  most  of  the  air  express  was  a  com¬ 
bination  of  an  air  haul  and  a  rail  haul.  A.  If  I  did,  I  was 
in  error;  about  35  per  cent  is  combination  rail-air. 

Q.  In  your  air  freight  business,  how  much  of  that  is 
combination  rail-air?  A.  I  haven’t  the  figures.  We  have 
been  in  this  business  with  air  freight  only  for  about  a  year 
1  now,  and  I  haven’t  the  information. 

6298  Q.  Well,  most  of  the  air  freight  moves  on  through- 
schedules,  doesn’t  it?  A.  You  mean  that  there  isn’t 
a  substantial  amount  of  connecting  business? 

Q.  Yes.  The  air  freight  that  United  carries  is  not  con¬ 
necting  business,  is  it?  A.  Well,  I  certainly  expect  that 
a  very  substantial  amount  of  it  will  be  and  is  now.  For 
instance,  TWA  has  interline  agreements  with  Continental 
and  Western  Air,  under  which — 

Q.  I  was  just  referring  to  United.  A.  We  have  inter¬ 
change  of  freight  right  now  with  Western  at  Denver. 

Q.  Does  that  include  your  Cargoliners,  that  interchange 
at  Denver?  A.  It  means  the  physical  exchange  of  freight 
between  the  two  companies  at  the  Denver  port.  We  cer¬ 
tainly  think  a  very  substantial  amount  of  this  cargo  is 
going  to  be  moved  by  connecting  carriers.  And  it  will  be 
to  the  interest  of  the  public  to  do  that,  because  you  can 
give  them  the  frequency  of  service  that  you  can’t  give 
them  if  you  just  have  an  occasional  flight  from  A  to  B.  I 
will  give  you  an  example:  Now,  at  Newton,  Iowa,  is  the 
Maytag  Washing  Machine  Company.  And  supposing  they 
have  six  hundred  pounds  of  freight  that  is  going  to  New 
York:  there  is  a  combination,  either  trucking  or  rail,  to 
Chicago.  Because  they  don't  have  an  airport  at  Newton 
that  anybody  can  land  at.  You  are  going  to  have  a  lot  of 
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that  business;  and  it  is  an  orderly,  efficient  way  of 

6299  moving  cargo. 

Q.  You  have  been  doing  that  through  the  Railway 
Express  Agency,  haven’t  you?  A.  That  is  right. 

Q.  And  I  believe  you  testified  that  the  air  express  agree¬ 
ment  which  had  been  worked  out  was  a  desirable  agree¬ 
ment,  a  desirable  thing  from  the  standpoint  of  the  public? 
A.  Definitely. 

Q.  Now,  is  United  a  stockholder  of  Air  Cargo,  Inc.?  A. 
We  are. 

Q.  Does  United  plan  to  join  in  the  reorganization  of  Air 
Cargo,  Inc.  as  a  ground  service  organization?  A.  We  are 
participating  in  the  discussions;  and  the  final  determina¬ 
tion  of  what  the  airlines  will  do  has  not  been  made. 

Q.  There  has  been  testimony  in  this  regard  to  the  effect 
that  Air  Cargo,  Inc.,  has  been  reorganized  to  be  employed 
by  the  airlines  as  their  agent  to  perform  ground  services, 
including  : 

“a.  The  provision,  directly  or  by  contract,  of  pick¬ 
up  and  delivery  service  within  terminal  areas  at  all 
airline  points  within  the  continental  United  States. 

“b.  The  provision,  directly  or  by  contract,  of  joint 
facilities  and  personnel  for  the  operation  of  city  and/or 
airport  cargo  terminals,  including  refrigeration  facil¬ 
ities,  protection  for  valuable  shipments,  etc. 

6300  “c.  The  provision  of  additional  miscellaneous 
services,  such  as  the  preparation  of  shipping 

documents,  operation  of  local  clearing  houses  for  the 
collection  of  shipping  charges,  and  central  purchas¬ 
ing  of  air  cargo  forms,  supplies,  etc. 

“d.  Services  as  attorney-in-fact  for  the  airlines  in 
negotiating  through -service  arrangements  with  surface 
carriers.” 

Now,  does  that  testimony  accurately  reflect  the  plan 
which  United  has  in  connection  with  Air  Cargo,  Inc.?  A. 
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That  reflects  the  items  which  are  under  discussion  now 
and  which  may  or  may  not  be  implemented  in  the  particu¬ 
lar  form  they  have  there. 

But  generally  speaking,  United  is  interested  in  the  over¬ 
all  picture  of  Air  Cargo,  which  will  be  described  by  a  repre¬ 
sentative  of  the  Air  Transport  Association. 

Q.  What  are  you  going  to  do  about  your  Railway  Ex¬ 
press  contract  if  you  do  join  in  the  reorganization  of  Air 
Cargo,  Inc.?  A.  I  don't  know  what  Air  Cargo,  Inc.  will 
do.  I  know  my  recommendation  will  be  that  from  a  traffic 
man’s  standpoint,  and  the  efficiency  which  we  have  had  out 
of  this  rail-air  tieup  and  pickup  and  delivery  system,  I  can 
see  no  reason  why  they  couldn’t  have  both  the  air  cargo 
employment  of  pickup  and  delivery  system  in  certain  cities 
and  the  REA  as  an  auxiliary. 

I  think  what  the  airlines  will  work  out  of  this  thing  is 
1 ,  whatever  is  best  for  the  public,  and  it  will  be  the 
6301  most  efficient  thing  moneywise  for  the  airlines. 

I  am  talking  about  the  costs  of  doing  business. 

Q.  Are  you  familiar  with  the  attitude  of  the  Railway 
Express  Agency  toward  Air  Cargo,  Inc.  ?  A.  I  am  not. 

Q.  Were  you  familiar  with  the  tariff  which  Northwest 
Airlines  filed  in  the  agreement  with  REA?  A.  I  know  in 
general  terms  about  it,  yes. 

Q.  Do  you  know  whether  or  not  United  is  opposing  the 
institution  of  that  tariff?  A.  I  don’t  know.  I  think  I  can 
find  out  for  you. 

Mr.  Beitel:  I  suppose  if  a  document  is  filed  in  connec¬ 
tion  with  it,  we  -would  have  the  right  to  refer  to  it.  It  would 
be  a  formal  pleading  before  the  Board. 

Mr.  Godehn :  I  would  think  so. 

Mr.  Moye:  Mr.  Examiner,  what  is  he  referring  to?  Any 
pleading  which  United  may  have  filed? 

Examiner  Cusick:  In  connection  with  Northwest.  Any 
formal  document  in  the  nature  of  a  pleading,  the  Board 
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will  take  judicial  notice  of.  There  is  no  need  for  any  stipu¬ 
lation  in  connection  with  an  item  of  that  nature. 

By  Mr.  Beitel : 

Q.  In  Exhibit  11,  you  have  indicated  a  great  deal  of  ad¬ 
vertising.  That  has  all  been  paid  for  by  United  Air  Lines, 
has  it?  A.  That  is  correct. 

Q.  Do  you  know  whether  United  Air  Lines  ever  adver¬ 
tised  the  air  express  service  as  extensively  as  this?  A. 

Well,  I  will  have  to  explain  how  the  advertising  of 
6302  air  express  was  done. 

Q.  Let  me  ask  you  a  further  question.  Maybe  we 
can  save  it.  The  contract  is  in  the  record?  A.  The  con¬ 
tract  won’t  give  you  the  answer,  though. 

Under  the  agreement,  that  we  had  with  the  Railway 
Express  Agency,  the  airlines  had  control  over  the  adver¬ 
tising  and  rates  and  all  such  matters  of  that  kind.  And  the 
airlines  each  year  sat  in  a  meeting  and  told  the  Railway 
Express  Agency:  “We  want  thirty  cents  assessed  against 
each  package  for  advertising.” 

And  the  advertising  fund,  as  I  recall,  has  grown  from 
about  some  60  thousand  to  3  or  4  hundred  thousand  dol¬ 
lars,  which  is  paid  for  by  the  Railway  Express  Agency, 
and  made  a  charge  against  the  income  to  the  airlines. 

Now,  United  Air  Lines,  at  one  stage  of  the  industry, 
went  out  with  our  own  money  and  paid  for  supplemental 
advertising  featuring  air  express. 

Q.  And  did  United  ever  have  as  much  advertising  on 
air  express,  out  of  its  own  money,  as  it  has  had  on  air 
freight?  A.  No.  We  are  getting  into  this  air  freight 
service  now;  getting  some  planes  back  in  a  big  way. 

Q.  Now,  on  page  1  of  Exhibit  11,  you  have  six  adver¬ 
tisements  reproduced  there.  What  kind  of  an  airplane  is 
pictured?  A.  That  is  a  C-54  Cargoliner. 

Q.  And  when  you  say  that  there  are  31  tons  of  cargo 
space  out  of  New  York  daily  on  United  Mainliners,  those 
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31  tons  are  not  all  available  on  the  C-54  Cargoliners, 

6303  are  they?  A.  No. 

Q.  This  picture  that  is  used  in  this  advertising, 
in  connection  with  the  31  tons,  should  be  interpreted  as  an 
indication  of  one  flight  of  a  Cargoliner,  and  should  not  be 
considered  as  the  type  of  airliner  on  which  United  would 
carry  those  31  tons  of  cargo  if  it  were  offered?  A.  No,  I 
don’t  think  that  is  untruthful  advertising.  For  example, 
for  years  the  airlines  have  gone  out  for  the  passenger 
business  and  pictured  a  plane  like  the  DC4  and  told  about 
the  flying  time,  and  the  public  generally  knew  that  you 
operated  another  type  of  ship.  I  think  that  this  is  strictly 
honest  advertising. 

Q„  Your  Cargoliners  carry  mail  too,  don’t  they?  A. 
That  is  right. 

Q.  You  don’t  sponsor  Exhibit  15,  do  you?  A.  No. 

Q.  Now,  I  would  like  to  talk  a  minute  about  this  vision 
of  a  mutiplicity  of  schedules  in  all-freight  planes  which 
haul  large  shipments,  which  you  discussed  on  direct.  Is 
it  the  position  of  United  that  the  shipper  of  cargo  is  or 
should  be  entitled  to  have  his  cargo  shipped  in  any  flight 
that  United  operates?  A.  Yes.  We  think  that  there  is 
a  very  definite  public  advantage  in  making  that  available 
to  the  public. 

Q;.  Now,  that  is  quite  different  from  the  situation  which 
exists  in  connection  with  railroads,  is  it  not?  A.  Well, 
what  I  don’t  see  eye  to  eye  on  with  a  lot  of  these 

6304  applicants  is  that  freight  has  been  treated  in  such 
a  way  as  to  indicate  that  it  is  something  like  cattle, 

or  some  big  bulky  product;  whereas  we  consider  freight 
express  too.  And  all  trains — even  the  20th  Century,  car¬ 
ries  property. 

Q.  Yes,  but  it  carries  express,  doesn’t  it;  not  freight? 
A.  Well,  what  do  you  call  freight?  Is  a  2,000  pound  steel 
casting  freight?  Yet  many  such  items  are  carried  regu¬ 
larly  by  rail  express ;  we  think  it  is  freight. 
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Q.  Now,  on  these  schedules  which  will  be  operated  by 
combination  passenger  and  freight  planes,  let’s  assume 
that  on  a  particular  day  out  of  New  York,  all  of  your  pas¬ 
senger  space  is  filled  and  all  of  your  cargo  space  is  filled 
on  those  particular  schedules  which  you  have. 

And  there  is  a  shipper  who  wants  to  ship  three  thousand 
pounds  of  freight  or  express.  Would  United  carry  that 
shipment?  Would  they  delay  it  24  hours,  or  would  they 
add  a  schedule?  A.  I  don’t  know  any  place  where  you 
would  have  to  hold  anything  24  hours. 

Q.  I  am  assuming  that  all  the  space  is  full ;  and  that  this 
is  a  thing  which  happens  every  day,  Mr.  Crary,  and  not 
just  an  unusual  situation. 

I  am  assuming  that  every  day  all  your  space  is  full,  and 
you  still  have  about  25  hundred  or  three  thousand  pounds 
which  you  haven’t  been  able  to  carry.  Would  you 
6305  add  another  plane?  A.  I  refuse  to  accept  your 
premise.  That  would  never  happen;  and  even  if  it 
did,  we  would  increase  the  schedules. 

For  example,  in  this  passenger  business,  when  we  got 
a  load  factor  of  65  per  cent  before  the  war,  when  we  had 
equipment,  we  automatically  put  on  another  schedule.  For 
— if  on  the  3rd  of  July  there  was  a  football  game  some 
place,  we  wheeled  out  another  plane.  And  when  we  get 
this  equipment  situation  licked — as  we  will  very  soon;  it 
isn’t  something  that  is  going  to  happen  two  or  three  years 
from  now,  but  it  is  just  around  the  corner — we  are  going 
to  have  reserve  ships  spotted  at  the  various  airports. 

Q.  I  just  wanted  to  know  how  you  were  going  to  handle 
it.  You  will  handle  it  by  adding  schedules?  A.  Or  put¬ 
ting  it  on  another  schedule.  Just  look  at  the  schedules 
between  New  York  and  Chicago. 

Q.  Let’s  take  one  where  you  don’t  operate  so  many;  say, 
to  Eugene  and  Medford?  A.  Let’s  take  Medford. 

Q.  I  don’t  want  to  argue  about  how  you  are  going  to 
serve  Medford.  But  when  you  find  that  you  have  provided 
all  the  passenger  service  necessary,  will  you  add  schedules, 
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with  combination  passenger-cargo  planes,  or  with  all¬ 
cargo  planes,  to  serve  the  freight  traffic?  A.  Either  one. 
If  it  happened  to  be  a  3rd  of  July,  or  something,  and  there 
were  15  people  who  wanted  to  go  by  air,  or  ten  people,  and 
there  was  a  500  pound  or  1,000  pound  “jag”  of  cargo,  we 
would  put  it  on  the  same  ship. 

6306  Q.  I  am  not  talking  about  any  special  day.  I  am 
talking  about  a  year-round  demand.  A.  Let’s  say 

the  year  round. 

Q.  And  when  you  add  schedules,  then,  to  take  care  of  an 
increased  demand  in  freight,  are  you  going  to  add  those 
schedules  for  combination  passenger-cargo  planes,  or  will 
you  utilize  all-cargo  planes,  Cargoliners?  A.  If  the  ship¬ 
ment  is  of  such  size  that  it  requires  a  Cargoliner,  we  will 
add  a  Cargoliner. 

Q.  That  is  all  right.  Now,  when  you  do  add  that  Cargo¬ 
liner,  will  you,  do  you  think,  be  able  to  transport  that 
freight  in  your  Cargoliner  for  the  added  cost  which  it  costs 
United  now  to  transport  it  in  the  combination  passenger- 
cargo  plane?  A.  On  certain  shipments,  no,  but  that  is  a 
responsibility  of  the  common  carrier  to  move  whatever  is 
offered.  We  have  operated  a  second  section  in  the  pas¬ 
senger  business  at  a  definite  loss. 

For  example,  when  we  have  a  trip  delayed  from  the 
Pacific  Coast  into  Chicago,  we  set  up  a  second  section  in 
Chicago  to  take  care  of  the  local  business,  so  that  people 
who  have  booked  at  9  o’clock  in  the  morning  don’t  have  to 
wait  till  12  o’clock  to  get  to  New  York. 

We  do  the  same  thing  for  freight. 

Q.  Now’,  do  you  anticipate  that  in  the  next  seven  years 
United  wall  carry  more  passenger,  or  more  freight,  ton- 
miles? 

Mr.  Godehn:  How’  many  years? 

Mr.  Beitel :  Within  the  next  seven. 

6307  The  Witness :  I  didn’t  bring  my  crystal  ball  today, 
but  I  would  state  that  in  the  next  seven  years  we  will 
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carry  more  passengers,  one  reason  being  that  the  airlines 
do  not  yet  have  any  information  that  leads  them  to  believe 
that  they  can  get  the  ton-mile  costs  of  air  cargo  down  to 
the  ten-cent  figure,  or  something  like  that. 

When  some  aircraft  manufacturer  comes  around  and 
says  “Here  is  an  aircraft,”  and  when  the  ground  costs  get 
down  to  ■where  you  can  get  ten  cents  or  eight  cents  a  ton- 
mile,  maybe  your  picture  will  change. 

We  are  surely  going  to  try  to  make  it  change  as  much  as 
we  can.  Because  we  look  upon  air  freight  as  an  essential 
and  growing  part  of  our  income. 

By  Mr.  Beitel: 

Q.  Was  your  answer  in  that  respect  based  in  any  respect 
upon  your  examination  of  the  studies  of  Air  Cargo,  Inc.? 
A.  I  am  familiar  in  general  with  the  preliminary  studies  of 
Air  Cargo.  I  haven’t  read  it  in  detail.  But  I  do  know  from 
our  own  studies,  which  have  been  going  on  ever  since 
1938 — and  these  studies  have  been  modified,  some  of  them, 
since  they  were  originally  made,  because  of  the  changed 
picture — that  the  airlines  can  go  out  and  get  a  lot  more 
cargo  and  are  going  to. 

But  I  don’t  think,  in  the  period  that  you  are  talking 
about,  that  you  are  going  to  have  freight  revenue  exceed 
passenger  revenue. 

But  I  w’ould  say  I  would  be  very  unhappy  if  the  industry 
as  a  whole,  in  a  seven-year  period,  hasn’t  greatly 
6308  increased  the  percentage  of  freight  that  it  carries 
to  passenger  revenue. 

Q.  You  testified  with  respect  to  the  need  for  different 
sized  airplanes  operated  by  air  carriers.  Do  you  think  that 
United  will  operate  different  sized  airplanes  within  the 
next  seven  years?  A.  Yes,  very  definitely. 

Q.  And  do  you  expect  the  smaller  companies,  like  North¬ 
east  or  Colonial,  Mid-Continent,  Chicago  and  Southern,  to 
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operate  DC6s  and  Martin  202s  and  DC4s  and  DC3s  tlie  way 
yon  anticipate  that  United  will  operate?  A.  Well,  North¬ 
east  is  now  operating  two  types  of  plane,  the  C-54  and  the 
DC-3.  I  understand  that  Mid-Continent  is  thinking  about 
buying  some  DC4s  for  the  Minneapolis-South  route.  I 
don’t  know  what  the  individual  companies  are  going  to  do, 
but  I  think  that  generally  speaking,  airlines  will  operate 
different  types  of  equipment. 

Certainly  United  will;  and  TWA  and  American  and 
Eastern  and  Delta  and  Braniff — the  great  majority  do 
now. 

Q.  But  this  freight  service  which  you  envision  through 
the  consolidated  air  transport  sytem:  There  are  going  to 
be  some  segments  in  that  system  where  the  equipment  will 
not  be  as  good  as  United’s,  won’t  there?  A.  There  may  be. 

Q.  And  where  the  service  may  not  be  as  good  as  United’s. 
A.  What  do  you  mean  by  “as  good”? 

Q.  As  beneficial  to  the  shipper.  A.  You  mean 
6309  that  there  won’t  be  an  adequate  number  of  schedules, 
connecting  schedules. 

Q.  That  is  right.  A.  My  answer  to  that  is  that  airlines 
generally  certainly  will  provide  whatever  equipment  is  re¬ 
quired  to  take  care  of  whatever  traffic  there  is. 

Q.  But  won’t  you  agree  with  me  that  it  may  be  possible 
that  Mid-Continent  Air  Lines,  for  example,  will  operate  a 
DC3,  whereas  United  will  operate  a  DC6  Cargoliner?  And 
when  the  DC6  Cargoliner  comes  in  for  transshipment  at  a 
point  'where  United  connects  with  Mid-Continent,  Mid-Con¬ 
tinent  might,  upon  occasion,  not  have  enough  airplanes  to 
at  that  point  take  care  of  the  transshipment  of  freight?  A. 
At  that  particular  moment? 

Q.  Yes,  at  that  particular  point.  A.  They  might  not 
have  on  that  particular  schedule.  For  example,  let’s  take 
Omaha,  the  place  you  are  talking  about,  where  we  plan  to 
land  a  DC6  transcontinental  schedule.  They  have,  I  think, 
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four  schedules  a  day  between  Oamha  and  Minneapolis,  for 
example. 

Q.  Well,  you  are  talking  of  passengers?  A.  No,  I  am 
talking  about  freight. 

Q.  They  don’t  have  any  Cargoliners,  no  all-freight 
planes?  A.  That  is  right. 

Q.  So  if  you  land  down  there  with  six  thousand  pounds 
to  be  transshipped,  what  happens  to  it?  A.  Mid-Continent 
could  carry  six  thousand  pounds  without  passengers 
6310  from  Omaha  to  Minneapolis,  and  let  them  wheel  out 
another  ship. 

These  second  sections  are  very  common  in  the  industry, 
and  there  is  no  reason  why  they  can’t  be  just  as  common 
in  the  freight  side  of  the  business  as  they  have  been  in  the 
passenger  side. 

As  a  matter  of  fact,  United  has  set  up  ships  just  for  that 
purpose. 

Q.  And  the  airlines  with  which  United  makes  connections 
will  have  to  have  a  setup  comparable  to  that  of  United, 
won’t  they,  in  order  to  give  the  proper  service?  A.  I  am 
not  familiar  with  every  airline’s  operating  practice,  but  I 
know  that  before  the  Government  took  away  our  planes, 
and  we  had  an  adequate  amount  of  equipment,  every  airline 
had  reserve  equipment  which  they  trotted  out  on  occasions, 
and  for  second  sections. 

Q.  And  your  regular  load  factor  at  that  time  was,  for 
the  industry,  around  50  per  cent?  A.  Ours  was  about  65 
per  cent. 

Q.  Industry-wide,  it  was  around  50,  wasn’t  it,  in  1940? 
A.  I  don’t  recall. 

Q.  You  are  talking  about  skimming  cream.  Are  you 
familiar  with  the  results,  financial  results,  of  the  operations 
of  some  of  the  applicants  in  this  case?  A.  Yes,  I  know 
that  they  are  operating  at  a  loss  because  their  rate  was 
too  low,  for  one  thing. 
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Q.  Do  you  think  that  is  drinking  cream,  or 

6311  drinking  skim  milk?  A.  Well,  if  they  drank  skim 
milk  they  would  be  hungrier  than  they  are  now. 

Q.  Can’t  you  carry  air  freight  traffic  nonstop  coast-to- 
coast?  A.  Yes,  we  can,  under  our  certificate.  We  can  fly 
nonstop  from  New  York  to  San  Francisco  with  cargo  if  it 
is  necessary,  although  you  lose  some  payload  doing  it. 

I  mean,  we  can’t  do  it  now.  We  can  with  the  DC6.  Be¬ 
cause  the  C54  cannot  be  flown  nonstop. 

Q.  When  I  said  “nonstop”  I  meant  without  having  to 
serve  intermediate  points.  A.  Yes. 

Q.  So  why  does  anybody  skim  cream  from  United’s 
route,  if  they  operate  a  through  plane  from  New  York  to 
San  Francisco?  A.  Because  we  have  to  continue  to  serve 
these  intermediate  stations,  and  we  have  to  accept  anything 
from  a  pound  up;  whereas  these  applicants  in  this  case  can 
say  they  w’on’t  accept  anything  under  five  hundred  pounds. 

And  they  don’t  have  to  make  all  these  stops.  And  there¬ 
fore,  they  would  be  able  to  offer,  on  certain  schedules,  a 
nonstop  operation,  where  at  that  particular  time  United 
might  have  to  make  four  stops  across  the  country. 

Furthermore,  you  don’t  have  the  expense  when  you  oper¬ 
ate  from  terminal  to  terminal  that  you  do  where  United 
has  to  stop  at  Iowa  City  and  Grand  Island,  and  those  mul¬ 
tiplicity  of  stations,  which  certainly  add  up  to  your  costs 
of  doing  business. 

6312  If  United  Air  Lines  could  write  its  own  ticket, 
just  simply  as  a  sheer  money-making  organization, 

there  are  certain  stops  that  wTe  have  on  our  line  right  now 
that  are  not  profitable. 

But  we  feel  that  we  have  a  responsibility;  that  operating 
from  New  York  to  San  Francisco  we  feel  that  we  have  a 
band  which  we  serve,  and  we  ought  to  take  some  of  these 
cities  and  give  them  the  type  of  service  which  they  are 
asking  for. 
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Q.  Now,  those  cities  receive  air  freight  service  where 
you  pick  up  a  pound  through  United’s  combination  passen¬ 
ger-cargo  planes,  don’t  they?  A.  Yes.  Or  we  will  stop  the 
Cargoliners  on  call. 

Q.  For  pounds?  A.  Not  a  pound,  no. 

Q.  For  how  much?  What  is  the  minimum  on  it?  A.  A 
thousand  pounds. 

Q.  A  thousand  pounds  before  the  Cargoliner  stops  at 
these  smaller  intermediate  points?  A.  Four  hundred 
pounds. ' 

Q.  Didn’t  it  use  to  be  a  thousand?  A.  It  is  four  hundred 
pounds  as  I  recall  it,  for  DC3  Cargoliners  and  a  thousand 
pounds  for  the  four-engine  Cargoliners. 

Q.  Now,  suppose  you  got  a  call  for  350  pounds  of  air 
freight  at  Grand  Island :  you  wouldn’t  land  the  Cargoliner 
there,  would  you?  A.  No,  but  they  put  it  right  in  the 
combination  ship. 

6313  Q.  You  carry  that  in  your  combination  passenger- 
cargo  plane?  A.  Certainly.  And  that  is  the  value 
of  the  service  that  the  trunk  line  operators  offer.  You  have 
a  great  frequency  of  schedules. 

Q.  Now,  when  a  freight  carrier  operates  an  all-freight 
plane  from  New  York  to  San  Francisco,  is  he  doing  any¬ 
thing  differently  than  what  United  is  doing?  A.  No.  He 
is  just  duplicating  what  United  is  doing,  without  giving  the 
public  anything  more. 

Q.  United  started  this  air  freight  service  when?  A. 
February  1st. 

Q.  Of  1946?  A.  That  is  correct. 

Q.  And  there  were  non-certificated  carriers  already 
operating  all-freight  planes  in  an  air  freight  service  be¬ 
tween  New  York  and  San  Francisco  at  that  time,  weren’t 
there?  A.  Yes,  that  is  right. 

Q.  So  actually  United  is  duplicating  the  non-certificated 
carrier  service,  isn’t  it?  A.  Definitely  not;  for  the  simple 
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reason  that  this  was  a  mushroom  growth  occasioned  by  the 
fact  that  the  United  States  Government  took  our  airplanes, 
and  we  -weren’t  able  to  provide  this  thing.  And  this  is  an 
interesting  commentary  on  the  situation  we  are  in:  Just 
last  week,  we  have  got  back  35  crews  that  have  been  flying 
the  Pacific  for  the  Military.  And  we  were  just  handicapped. 
There  is  nothing  wrong  with  the  airline’s  record. 

6314  We  are  proud  of  it.  But  we  just  couldn’t  provide 
that  type  of  service.  And  certainly  we  are  not  dupli¬ 
cating  the  service  of  these  operators,  when  United  Air 
Lines  had  plans  made,  and  has  been  in  the  property  busi¬ 
ness  for  a  long  time. 

Q.  Then  United’s  position,  as  I  understand  it,  is  that  if 
United  makes  a  plan  to  engage  in  a  certain  kind  of  air 
transportation,  even  though  some  other  company  is  al¬ 
ready  doing  it,  when  United  goes  in,  United  is  not  dupli¬ 
cating  the  other  company,  because  it  had  the  plan  made ;  is 
that  right  ?  A.  I  think  I  answered  that  question. 

Examiner  Cusick:  We  have  gone  along  on  that  far 
enough. 

By  Mr.  Beitel: 

Q.1  You  were  discussing  the  advantages  of  air  express 
over  air  freight,  as  operated  over  United’s  system.  And 
you  mentioned  that  often  shippers  did  not  want  to  pick  up 
and  deliver  their  own  freight  because  they,  upon  occasion, 
encountered  delays.  Is  that  right?  A.  Because  they  don’t 
have  the  frequency  of  pickups.  I  mean,  I  think  the  charter 
operators  and  United  have  one  or  two  pickups  and  de¬ 
liveries  a  day  for  freight. 

Q.  I  mean  a  shipper  transporting  his  own  freight  to  or 
from  the  airplane  from  United’s  Cargoliner.  You  do  per¬ 
mit  shippers  to  do  that,  don’t  you?  A.  Oh,  yes. 

Q.  And  I  think  you  said  that  the  advantage  of  the  air 
express  was  that  it  would  be  delivered  without  any 

6315  inconvenience  or  delay  to  the  shipper  in  waiting  for 
the  plane?  A.  Well,  in  that  case,  he  would  control; 


2459 


Excerpts  from  Testimony  of  Harold  Crary 

that  that  wouldn’t  exist — I  didn’t  mean  to  say  that.  I  didn’t 
make  myself  clear  perhaps  on  this  air  express  situation. 
What  I  said  was  that  because  of  the  frequency  of  pickup 
many  people  preferred  it.  And  another  thing  which  I  failed 
to  mention,  which  I  think  is  very  important,  is  the  fact 
that  when  a  person  goes  to  the  Railway  Express  Agency, 
say,  with  a  hundred  pounds,  from  New  York  to  Chicago,  he 
has  a  choice  of  any  one  of  40  schedules  a  day,  because  the 
REA  will  put  it  out,  whichever  plane  goes  first,  United, 
American,  TWA  or  PCA. 

So  he  has  a  choice  of  60  schedules  a  day,  plus  the  more 
quick  handling  of  his  cargo  at  the  end. 

Q.  I  read  in  the  paper  that  United  proposes  to  raise 
about  50  million  dollars  through  new  financing,  and  intends 
to  spend  58  million  dollars  for  flight  equipment. 

Do  you  know  what  proportion  of  that  is  going  to  be  spent 
for  all-cargo  planes? 

Mr.  Godehn :  We  have  an  exhibit  on  the  number  that  will 
be  required,  I  think. 

The  Witness:  U-21. 

Mr.  Godehn :  That  is  not  Mr.  Crary’s  exhibit. 

Mr.  Beitel:  Well,  I  was  asking  if  any  of  this  new  58 
million  dollars  was  going  to  be  spent  on  cargo  planes.  I 
mean,  does  Exhibit  U-21  show  all  of  the  planes  which 
United  expects  to  purchase? 

Mr.  Godehn :  It  shows  what  it  expects  to  have  in 
6316  the  summer  of  ’48,  and  divides  them  as  to  cargo  air¬ 
craft  and  passenger  aircraft. 

By  Mr.  Beitel: 

Q.  What  is  the  lowest  rate  that  United  ever  charged  for 
transporting  property  since  the  war,  Mr.  Crary?  Can  you 
tell  us,  offhand?  A.  Our  existing  tariff,  as  of  today. 

Q.  Didn’t  you  operate  some  charter  flights  to  carry  some 
property  cheaper,  for  experimental  purposes?  A.  We  may 
have.  I  don’t  know. 
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6324 

•  #  #  •  • 

Cross  Examination 
By  Mr.  Keatinge: 

QJ  You  stated  on  direct  testimony  that  your  organi¬ 
zation  was  a  member  of  the  Air  Lines  Traffic  Committee. 
Is  that  correct?  A.  That  is  correct. 

Q.  You  are  still  a  member  of  the  committee?  A.  Yes. 

Q.  What  are  the  functions  of  the  Air  Lines  Traffic 
Committee?  A.  They  are  varied.  They  are  clearing  house 
for  numerous  air  traffic  problems  such  as  filing  of 

6325  tariffs  and  interline  ticketing  and  interline  baggage 
handling,  and  you  might  say  the  sort  of  routine 

business  functions  that  you  have  to  do  to  conduct  your  busi¬ 
ness  from  a  passenger  handling  and  tariff  filing  nature. 

Q.  What  are  the  functions  of  this  committee  with  re¬ 
gard  to  rates?  A.  Rates,  they  simply  file  the  rates  that 
the  airline  determined.  For  instance,  if  United  Air  Lines 
decided  to  cut  the  fare  from  Chicago  to  New  York  tomor¬ 
row,  we  would  simply  send  the  notice  to  the  Secretary  of 
the  Air  Traffic  Conference  and  ask  him  to  file  it  with  the 
Board. 

Q.  In  other  words,  then  the  committee  is  simply  a  tech¬ 
nical,  what  you  might  call  a  technical  device  for  imple¬ 
menting  any  rates  which  the  individual  airlines  may  set? 
A.  No,  that  is  just  one  of  their  functions.  The  Air  Traffic 
Conference  itself  can’t  fix  rates.  It  is  illegal  to  do  that. 
They  simply  act  as  the  filing  agent.  But  they  have  all 
sorts  of  things.  We  try  to  smooth  out  a  lot  of  interline 
problems,  I  mean  such  as  seeing  that  adequate  notice  is 
given  of  incoming  loads,  and  just  a  lot  of  things. 

Q.  Let  me  ask  you  this  question:  At  the  present  time 
passenger  rates  from,  say,  Washington  to  Los  Angeles  are 
all  the  same  regardless  of  what  airline  you  may  take.  How 
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does  that  come  about?  A.  Simply  because  one  particular 
airline  filed  a  tariff  and  everybody  else  met  it.  I  will  give 
you  an  example : 

6326  We  cut  the  fares  10  percent  in  1946  and  we  didn’t 
serve  notice  on  the  others  that  we  were  going  to  do 

it.  We  filed  it,  and  you  have  to  have  30  days  before  it  is 
made  effective.  In  30  days  the  other  fellows  met  the  fare. 
The  low  fellow’s  fare  is  met. 

Q.  Do  you  consider  yourself  what  you  might  call  the 
price  leader  in  this  field?  A.  No.  We  haven’t  made  all 
the  reductions.  We  have  made  some  and  others  have  made 
some.  But  we  have  always  met  the  reductions  that  are  made. 

Q.  It  is  true,  however,  that  the  rates  are  uniform  re¬ 
gardless  of  which  airline  you  take.  Isn’t  that  the  case? 
A.  Yes.  You  couldn’t  stay  in  business  if  you  charged  more. 
United  certainly  couldn’t  charge  $3  more  to  take  you  from 
Chicago  to  New  York  than  American,  TWA  or  PCA. 

Examiner  Cusick :  Mr.  Keatinge,  before  you  go  on,  with 
respect  to  that  last  question  and  answer,  did  you  refer 
particularly  to  cargo  rates  or  passenger  rates? 

Mr.  Keatinge :  I  was  starting  out  with  passenger  rates. 

By  Mr.  Keatinge: 

Q.  Will  you  give  me  your  opinion,  Mr.  Crary,  as  to  what 
you  think  would  be  the  structure  of  air  cargo  rates,  as¬ 
suming  that  no  new  applicants  in  this  proceeding  are  per¬ 
mitted  to  enter  the  business?  A.  I  think  the  future  struc¬ 
ture  would  be  downward,  definitely,  because  they  had  to 
come  down  in  the  passenger  business,  we  certainly,  and  I  as 
a  traffic  man,  would  work  every  angle  I  knew  to  get  effi¬ 
ciency  and  volume  of  traffic  and  see  that  expenses  are  kept 
down  to  the  point  where  we  pass  on  some  rate  re- 

6327  ductions  and  cargo  just  as  soon  as  we  can,  because 
each  time  you  make  this  reduction  and  do  it,  and 

still  make  a  reasonable  profit  which  you  have  to  in  this 
business,  and  the  Board  wants  you  to  make  a  reasonable 
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profit,  we  would  cut  the  rates  just  as  fast  as  we  could,  and 
any  airline  certificated  now  could  walk  in  tomorrow  and  cut 
the  rates  if  they  wanted  to  and  set  a  pattern  still  lower 
for  the  industry. 

Q.  Isn’t  it  true  that  it  is  likely  that  the  rates  would  be 
lower  if  the  independent  operators  who  are  applicants  in 
this  proceeding  were  permitted  to  enter  the  business  by 
exercise  of  free  competition,  assist  in  lowering  those  rates  ? 
Wouldn’t  they  have  more  incentive  to  lower  the  rates  more 
rapidly  since  their  only  business  is  the  air  freight  business? 
A.  No,  sir.  You  are  100  percent  wrong  for  this  reason: 

If  some  one  goes  out  and  takes — look  at  all  the  appli¬ 
cants,  for  example,  let’s  take  the  applicants  that  want  to 
fly  from  San  Francisco  to  Chicago  and  New  York  and 
parallel  us. 

Suppose  the  applicants  go  out  and  take  from  United  Air 
Lines  $4,000,000  a  year  in  revenue  which  we  would  other¬ 
wise  have.  Our  chance  of  reducing  the  rates  would  be  gone. 

When  you  talk  about  competition,  we  have  plenty  of  com¬ 
petition  right  now  with  Northwest  Airlines  for  cargo, 
Chicago  to  Seattle,  and  New  York  to  San  Francisco,  with 
TWA.  The  competition  is  there. 

Q.  Isn’t  it  true — you  are  speaking  about  the  im- 
6328  portance  of  the  freight  revenue  to  United  Air  Lines, 
i  and  you  are  speaking  of  it  in  terms  of  $4,000,000, 
isn’t  it  true  that  in  August  1946  the  last  month  for  which  de¬ 
tailed  figures  are  available,  that  less  than  2  percent  of 
United’s  total  revenue  came  from  freight?  Do  you  feel  that 
in  view  of  that  fact  that  the  operations  of  United  would 
be  seriously  affected  by  competition  from  these  new  non- 
scheduled  operators?  A.  Yes.  I  think  that  because  the 
figures  which  I  read  back  are  pertinent  where  the  property 
business  that  we  did  was  14  percent  of  our  passenger  ton 
mile  revenue. 

Q.  Now?  That  is —  A.  Let  me  finish,  please. 

We  have  gone  out  here  and  ordered  this  equipment  We 
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have  already  contracted  with  the  Northrup  Manufacturing 
Company  to  convert  four  more  C-54’s  into  cargo  ships 
right  away.  And  if,  having  made  that  capital  investment 
and  having  geared  ourselves  up,  and  our  sales  effort  and 
other  ways,  these  people  come  in  on  a  terminal  to  terminal 
basis,  which,  after  all,  we  have  to  admit  are  the  most  pro¬ 
ductive  areas  or  points,  then  our  contention  is  here  that 
without  rendering  a  service  which  the  domestic  airlines 
can  render,  you  are  offering  a  subtracting  service  and 
you  can’t  reduce  rates  when  your  revenues  are  being  sub¬ 
tracted.  Your  rates  are  reduced  as  you  increase  your 
revenue. 

Q.  Isn’t  it  true  that  the  subtraction  factor  at  least  as 
at  the  present  time  so  far  as  United  is  concerned,  is  ex¬ 
tremely  small  and  in  spite  of  the  statements  which  you  have 
made  about  the  importance  of  the  freight  revenue  to 
6329  United  that  actually  the  importance  of  this  freight 
revenue  is  almost  infinitesimal?  A.  I  will  tell  you 
one  thing,  as  vice  president  of  traffic,  we  are  sure  going 
to  have  a  lot  more  freight  revenue  next  year.  And  if  this 
continues  to  grow  as  a  more  important  part  of  our  business, 
then  it  isn’t  infinitesimal.  I  don’t  call  the  figures  I  read 
inconsequential,  because  they  represent  a  lot  of  dollars. 

Q.  Let’s  analyze  the  figures  you  gave,  for  a  moment. 
You  gave  your  figures  in  terms  of  percentage  of  freight 
revenue  as  a  percentage  of  total  passenger  revenue. 

Now,  if  we  take  your  freight  revenue  as  a  percentage 
of  total  revenue  which  includes  both  your  passenger  reve¬ 
nue  and  your  mail  revenue,  the  percentage  is  less  than 
2  percent. 

Now,  you  stated  yourself  a  few  minutes  ago,  that  your 
mail  revenue  figure  for  August  1946  was  $4,250,000.  A. 
No,  for  the  year. 

Q.  For  the  year?  A.  For  the  year. 

Q.  All  right.  Even  if  we  take  the  figure  for  August 
1946,  you  had  a  total  revenue  in  August  1946  of  $6,125,000, 
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out  of  which  let  us  say,  approximately  $400,000  was  mail 
revenue. 

Your  freight  revenue  was  only  $84,000,  less  than  l/5th 
the  amount  of  your  mail  revenue. 

In.  other  words,  it  is  a  very,  very  small  fraction  of  your 
total  revenue.  Is  that  correct?  A.  Yes. 

6330  Mr.  Godehn:  Counsel  is  just  arguing  with  the 
witness,  Mr.  Examiner,  of  that  which  wasn’t  a  ques¬ 
tion  ;  it  was  a  statement  of  two  pages. 

Examiner  Cusick:  It  has  been  answered.  That  is  all. 
The  question  was  answered,  wasn’t  it,  Mr.  Reporter? 

By  Mr.  Keatinge: 

(j.  You  stated  on  direct  examination  that  it  was  difficult 
for  United  to  get  on  the  air  cargo —  A.  Pardon  me? 

Q.  It  was  difficult  for  United  to  get  in  the  air  cargo 
business  because  of  the  fact  that  the  government  had  taken 
its  equipment,  and  because  of  the  fact  that  it  was  diffi¬ 
cult  to  obtain  personnel  and  so  on. 

Isn’t  it  true  that  all  these  non-certificated  carriers  which 
have  sprung  up  since  1945  have  also  been  faced  with  the 
same  problems  as  United?  A.  No.  The  equipment  was 
available  for  sale  to  the  charter  operators  before  we  were 
ever  relieved  from  priorities. 

You  want  to  realize  we  didn’t  get  our  lines  back  from  the 
government  so  far  as  scheduling  and  priorities  until  Octo¬ 
ber  1945,  and  then  we  began  to  get  planes  back,  and  just 
this  week  we  got  38  crews  back  from  the  Pacific. 

Q.  Didn’t  you  voluntarily  undertake  that  contract,  the 
Air  Transport  Command  contract,  with  the  United  States 
Government?  A.  We  did  not.  We  were  asked  by  the 
government  to  do  it.  We  would  have  preferred — 

Q.  Didn’t  you  voluntarily  continue  it,  however,  beyond 
the  end  of  the  war?  A.  We  asked  the  government 

6331  to  relieve  us  of  the  contract  at  an  early  date  because 
we  wanted  to  apply  the  personnel  to  the  domestic 
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situation.  As  a  traffic  man,  United  was  better  off  money- 
wise  and  trafficwise  and  would  have  been  able  to  take  care 
of  more  business  than  in  that  operation. 

We  thought  it  was  a  patriotic  thing  to  do. 

Q.  Isn’t  it  true  that  the  surplus  planes  which  the  charter 
operators  purchased  were  also  available  to  you,  if  you 
had  wished  to  purchase  them?  A.  Yes,  that  is  true,  but 
we,  for  instance,  didn’t  have  the  35  crews  to  fly  them. 

Q.  Isn’t  it  true  that  the  charter  operators  were  faced 
with  the  same  difficulties  of  obtaining  these  crews,  and  the 
personnel  that  you  would  have  been  faced  with  had  you 
attempted  the  same  operation?  A.  Well,  we  have  a  little 
different  standard  of  training,  I  think,  for  pilots  than  cer¬ 
tain  of  these  operators  did 

Q.  Isn’t  it  true,  as  Mr.  Craven  has  stated,  that  in  the 
case  of  California-Eastern,  all  of  the  pilots  were  ex-United 
pilots?  1  think  you  will  find  it  is  true  in  the  case  of  a  good 
many  of  these  other  airlines,  that  they  have  also  done  the 
same  thing. 

I  know  that  in  the  case  of  the  National  Skyway  Freight, 
pilots,  we  have  all  had  to  have  them  tested  in  our  ATC  con¬ 
tract  by  Army  people.  Isn’t  it  true  that  you  could  have 
done  the  same  thing  with  any  pilots  which  you  had  hired 
for  an  additional  freight  operation?  Or  any  other  person¬ 
nel,  for  that  matter?  A.  We  could  have  hired  pilots 
6332  but  we  had  an  obligation,  for  example,  to  retain  in 
our  employment  these  35  crews  that  were  overseas. 

Q.  Is  that  the  reason  that  you  failed  to  develop  the 
freight  business  in  any  substantial  amount  up  until  the 
present  time?  A.  No.  We  have  been  in  the  freight  busi¬ 
ness  since  1927.  And  we  weren’t  as  free  as  your  group  to 
go  out  and  pick  up  a  few  planes  and  start  from  here  to  there. 

Another  reason  which  I  failed  to  mention  is  the  fact 
that  under  our  certificate  we  had  to  apply  this  equipment, 
by  order  of  the  Board,  to  a  lot  of  these  intermediate  stops. 

I  will  give  you  an  example.  During  the  war,  I  think  we 
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only  had  one  plane  a  day  at  Youngstown  because  we  were 
ordered  to  make  one  stop  a  day  there.  When  these  ships 
came  back,  we  began  to  implement  the  standard  network 
that  we  had,  knowing  that  under  our  proper  current  pro¬ 
gram  of  new  ships  that  we  were  going  to  release  a  lot  of 
equipment  for  strictly  cargo  work. 

As  I  am  pointing  out  right  now,  we  have  orders  right 
now  with  the  Norfolk  Company  to  recondition  these.  It 
wasn’t  any  lack  of  desire  to  furnish  this  service,  it  wasn’t 
due  to  any  lack  of  faith  in  air  cargo.  We  were  just  caught 
by  a  post  war  situation. 

Q.  Isn’t  it  true,  though,  that  the  same  surplus  planes 
which  everyone  of  the  charter  operators  purchased  were 
available  to  United,  not  taking  into  account  any  of  the 
excuses  which  you  may  have  for  failing  to  enter  into  the 
business.  Isn’t  it  true  that  these  planes  were  avail- 
6333  able?  A.  Yes.  We  have  some  leased  right  now 
from  the  government. 

Q.  And  you  could  have  gotten  as  many  more  as  neces¬ 
sary?  A.  One  of  the  reasons  we  got  eight  cargo  liners  in 
service  right  now  is  because  we  went  out  and  leased  some 
planes  to  supplement  those  that  we  put  into  the  service. 

Qi  You  stated  on  direct  testimony  that  United  had  been 
carrying  property;  I  assume  you  mean  by  “property”  the 
definition  of  property  given  to  property  under  the  Civil 
Aeronautics  Act — for  some  years. 

Do  you  mean  by  “property”  bulk  freight,  as  we  now 
understand  it,  as  has  been  testified  in  this  proceeding?  A. 
Yes,  we  carried  bulk  freight  by  charter  and  full  plane 
loads,  even  before  the  war  when  they  were  available. 

Q.  How  much  bulk  freight  did  you  carry  prior  to  1938 
when  the  Civil  Aeronautics  Act  went  into  effect?  A.  I 
don’t  know  how  much  we  carried,  but  we  carried  all  we 
could  get,  or  over. 

And  we  are  in  this — 

Would  you  say  that  amount  was  substantial?  A.  No. 
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It  wasn’t  substantial  because  of  the  prices  we  had  to 
charge  in  those  days  and  you  didn’t  have  the  mushroom 
conditions  that  were  available  when  people  got  in  this 
business. 

Where  you  had  a  disturbed  national  economy  where 
there  were  a  lot  of  bottle-necks  and  a  lot  of  things  moved 
by  these  charter  operators  that  aren’t  regular  movements. 

Q.  Are  you  familiar  with  the  traffic  statistics  of 
6334  the  National  Skyway  Freight  Corporation,  or  any 
of  the  other  charter  operators?  In  considering  this 
question,  you  stated  that  these  movements  are  irregular, 
or  are  caused  by  the  present  mushrooming  conditions. 
Are  you  familiar  in  detail  with  these  figures?  A.  I  don’t 
make  that  as  a  general  statement.  I  say  that  United  Air 
Lines’  own  experience  has  been  that  we  have  carried  a 
substantial  number  of  shipments  that  I  don’t  think  we  are 
going  to  carry  again. 

I  think  we  have  to  go  out  and  develop  some  brand  new 
business  to  take  the  place  of  that  kind  of  traffic,  and  that 
we  propose  to  do. 

Q.  In  other  words,  you  don’t  know  whether  or  not  the 
bulk  of  the  freight  carried  by  the  non-scheduled  operators 
consists  of  what  you  might  call  permanent  type  ship¬ 
ments?  A.  I  think  a  lot  of  it  does.  I  think  flowers,  and 
I  can  name  lots  of  products  that  I  hope  the  airlines  keep 
and  expand. 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Zapple : 

Q.  You  testified  earlier,  Mr.  Crary,  that  the  present 
administrative  organization  of  vour  organization  has  the 
ability  to  develop  air  cargo  business  to  same  extent  as 
the  management  of  the  applicants.  Is  that  true? 

Examiner  Cusick :  Read  the  question  back,  Mr.  Reporter, 
please. 

(Question  read.) 
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6335  The  Witness:  Yes,  I  think  we  can  have  the  fa¬ 
cilities  to  do  a  better  job  of  developing  it. 

By  Mr.  Zapple: 

Q.  How  do  you  account  for  the  large  amount  of  traffic 
that  has  been  developed  and  carried  by  the  non-scheduled 
carriers?  A.  For  several  reasons. 

First  of  all,  the  airlines  were  not  able  to  put  into  ser¬ 
vice  the  equipment  that  they  had  already  planned.  Mr. 
Graddick  will  testify  as  to  our  airplane  procurement  plan 
and  how,  before  the  war,  we  flew  a  DC-4  which  would  cer¬ 
tainly  have  changed  the  whole  picture  if  we  had  gotten 
that  equipment. 

Then,  coupled  with  our  inability  to  get  the  equipment 
we  wanted  came  also  an  unusual  situation  in  that  you  had  a 
very  difficult  reconversion  problem  for  manufacturers,  and 
where,  under  an  ordinary  business  cycle,  you  would  have 
parts  sent  out  under  regular  schedules  by  train,  they  found 
bottle-necks,  and  I  know  from  our  own  traffic  that  we  got 
a  lot  of  that  business  which  was  of  an  emergency  nature. 

But  primarily  if  the  airlines  had  had  the  equipment, 
we  would  have  carried,  in  my  opinion,  virtually  everything 
that  has  been  carried  by  these  charter  operators.  And  it 
took  World  War  Number  II  to  create  the  situation  which  we 
are  talking  about  here  today. 

Q.  How  much  unused  space  did  United  have,  say,  in  the 
past  six  months?  A.  Cargo  space? 

Q.  Cargo  space.  A.  We  had  a  substantial  excess 

6336  of  space  over  that  which  was  used. 

Q.  Therefore,  your  previous  answer  that  you 
didn’t  have  sufficient  equipment  to  transport  the  air  freight 
that  was  available  is  offset  by  the  fact,  you  have  just  testi¬ 
fied,  that  you  did  have  a  substantial  amount,  of  unused 
space.  A.  With  this  qualification:  There  are  certain  types 
of  large  units  that  we  weren’t  able  to  carry  in  the  DC-3 
airplane,  and  it  wasn’t  until  we  got  the  C-54’s  with  winches 


2469 


Excerpts  from  Testimony  of  Harold  Crary 

and  all  that  sort  of  stuff,  that  we  could  take  material  of 
that  type. 

And  also,  one  of  the  reasons  for  our  load  factor  is  that 
we  have  a  very  high  frequency  of  schedule,  and  in  the  day 
trips  out  of  New  York,  for  example,  except  the  morning 
trip  which  accumulates  a  good  load,  the  noon  trip  to  Chi¬ 
cago  isn’t  highly  productive  of  cargo. 

So  when  you  figure  the  overall  average  those  are  factors 
which  affect  it. 

Also,  the  fact  that  we  have  to  serve  intermediate  points. 
By  that  I  will  give  you  an  example. 

For  example,  Akron  is  a  pretty  good  cargo  producing 
section,  so  we  block  out  for  Akron  a  certain  number  of 
pounds  on  various  ships,  which  means  between  Cleveland 
and  Akron,  for  example,  that  space  is  unused.  We  found 
out,  to  insure  development  of  this  business,  it  was  desira¬ 
ble  to  assign  cargo  space  so  it  can  be  used  by  regular 
shippers. 

We  also  have  the  seasonal  variations.  We  also  operate 
seven  day  a  week  schedules,  which  pulls  your  load  down. 

We  have  unbalanced  loads,  and  there  are  a  num- 
6337  ber  of  factors  which  reflect  in  the  unused  space.  But 
that  doesn’t  violate  at  all  our  competence  and  our 
ability  to  go  out  in  this  re-equipment  program  that  we  have 
and  create  a  substantially  increased  volume  of  express. 

But  I  would  like  to  point  out  also  that  in  showing  up 
here  with  unused  space  on  planes,  it  proves  that  we  are 
offering  a  frequency  of  service  and  types  of  service  which 
are  definitely  in  the  public  interest. 

Q.  Referring  particularly  now  to  the  first  part  of  your 
answer  where  you  were  discussing  DC-3  equipment,  you 
stated  that  because  of  the  size  of  some  of  the  freight  you 
were  unable  to  carry  it.  And  am  I  to  conclude  from  that 
that  you  or  United  turned  away  certain  types  of  air  freight? 
A.  Yes.  We  did. 

Q.  How  much?  A.  Just  how  much  I  don’t  know.  But, 
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for  instance,  I  know  of  a  shipment  we  turned  down  which 
moved  by  rail,  by  the  way,  from  the  Navy  Yard  at  Wash¬ 
ington.  It  was  just  the  size  of  stuff  that  we  couldn’t  carry. 

But  with  the  ships  which  we  are — with  the  big  cargo 
liners  that  we  have  now,  and  the  enlarged  doors  on  our 
cargo  liners,  we  are  in  shape  now  that  this  bottle-neck  is 
getting  over,  to  take  that. 

Q.  You  testified  earlier  that  arrangements  have  been 
made  and  are  being  made  with  other  certificated  airlines 
for  interchange  or  transshipment  of  freight.  Would  the 
rates  over  the  various  lines  necessarily  be  the  same?  A. 
No.  But  the  fellow  who  made  the  lowest  rate  between 
Chicago  and  San  Francisco,  the  next  morning  the 
6338  rate  would  be  the  same  all  over  the  industry. 

Q.  What  effect,  if  any,  has  the  operation  of  the 
non-scheduled  carriers  in  transportation  of  air  freight 
during  the  past  six  to  eight  months,  had  on  the  financial 
position  of  United?  A.  Well,  they  have  taken  a  substan¬ 
tial  amount  of  business  away,  and  I  emphasized  a  few 
minutes  ago  the  excess  load  that  we  had — the  excess  space 
that  we  had.  And  we  know  very  definite  cases  where  we 
were  underbid  by  airlines,  these  charter  people,  to  take 
this  business  away  from  us. 

And  I  can  give  you  a  very  specific  example. 

I  was  in  Hartford  about  last  September,  and  our  dis¬ 
trict  traffic  manager  was  very  elated  because  he  had  figured 
he  had  just  sewed  up  a  6,000  pound  shipment  of  parking 
meters  from  Merced,  California. 

I  went  to  Boston  and  came  back  two  days  later  and  asked 
what  happened  to  this.  He  said  a  certain  charter  operator 
underbid  us  by  several  hundred  dollars,  and  the  next  day 
another  one  underbid  him,  and  they  took  it. 

That  is  a  good  example.  That  is  one  reason  why  our  load 
factor  is  what  it  is. 
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6339 

Cross  Examination 
By  Mr.  Morris: 

Q.  Mr.  Crary,  you  were  interrogated  about  the  operations 
of  the  contract  Air  Cargo  Division  of  American  Airlines. 
I  would  like  to  inquire  whether  you  have  seen  their  Ex¬ 
hibit  AA  19  in  this  case,  which  gives  you  origins  and  des¬ 
tinations  of  their  contract  operations  for  October?  A.  I 
have  not 

Q.  I  note  that  in  that  month  they  conducted  27  flights, 
American’s  contract  Air  Cargo  Division,  between  Newark 
and  Chicago,  or  Chicago  and  Newark. 

Now,  those  flights  would  be  directly  over  a  segment  of 
your  certificated  routes,  wouldn’t  they?  A.  That  is  right. 

Q.  And  also  I  call  to  your  attention  that  they  conducted 
a  number  of  such  flights  from  San  Francisco  to  Anchorage, 
Alaska,  or  the  reverse.  That  would  be  over  a  portion  of 
your  system,  wouldn’t  it?  A.  That  is  right. 

Q.  And  flights  between  Newark  and  Mexico  City,  and 
the  reverse.  That  would  traverse  at  least  a  substantial 
part  of  your  system,  wouldn’t  it?  A.  No,  not  that. 

Q.  Long  Beach  and  Anchorage?  A.  Yes. 

Q.  Philadelphia  and  Oakland?  A  Yes. 

Q.  Long  Beach  and  Seattle?  A.  Yes. 

Q.  Burbank  and  Anchorage?  A.  Yes. 

6340  Q.  Philadelphia  and  Mexico  City?  A.  No. 

Q.  Newark  and  San  Juan,  Texas?  A.  No. 

Q.  Have  you  experienced,  to  your  knowledge,  any  losses 
of  cargo  to  that  operator  similar  to  those  you  mentioned 
in  the  case  of  Hartford?  A.  I  don’t  know  of  any  specif¬ 
ically.  I  presume  there  may  have  been  some. 


2472 


Excerpts  from  Testimony  of  J.  W.  Moore 


6343 

J.  W.  Moore 

•  •  •  •  • 

Cross  Examination 
By  Air.  Moye: 

Q.  Mr.  Moore,  you  are  assistant  secretary  and  assistant 
treasurer  and  director  of  Eastern  Airlines,  Inc.,  are  you 
not  ?  A.  That  is  correct. 

Q.  Were  pages  1  through  43  of  Eastern’s  exhibits  in 
this  case  prepared  by  you,  or  under  your  supervision  and 
direction?  A.  That  is  right. 

Q.  Do  you  have  a  correction  which  you  wish  to  make 
on  page  3  of  Eastern’s  exhibits  f  A.  Page  3,  which  is  the 
map,  does  not  include  Hartford  and  New  Haven,  which 
have  recently  been  certificated  to  Eastern. 

Q.  Pages  4  through  7  of  Eastern’s  exhibits,  which  are  its 
certificates  of  public  convenience  and  necessity  for  Routes 
5  and  6,  should  also  reflect  that  change,  should  they  not? 
A.  That  is  correct 

Q.  Pages  6  through  13  which  are  Eastern’s  certificates 
for  public  convenience  and  necessity  four  Routes  6,  10, 

40  and  47,  should  also  reflect  the  changes  made  by  the 
Board’s  decision  in  Eastern’s  Consolidation  of  Routes 

Case,  should  they  not?  A.  That  is  right. 

6344  Q.  Do  you  have  a  change  which  you  wish  to  make 
on  page  18,  Mr.  Moore?  A.  Only  that  Mr.  Brat- 

tain’s  years  of  service  are  12,  instead  of  11. 

Q.  Do  you  have  a  change  which  you  wish  to  make  on  page 

41  of  Eastern’s  exhibits?  A.  On  page  41,  as  Mr.  Gambrell 
explained  yesterday,  there  were  inadvertently  omitted  from 
the  listing  of  cargo  flights  operated  the  flights  which  were 
not  shown  in  the  published  schedules,  but  were  operated  in 
the  months  of  June,  July,  August  and  September,  1942, 
and  the  months  of  January  through  July,  1945. 
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There  should  be  some  indication  on  this  exhibit  that  there 
were  cargo  flights  operated  during  those  periods  which  were 
not  shown  in  our  published  schedules. 

Q.  Mr.  Moore,  I  hand  you  a  copy  of  Eastern’s  tariff  No. 
CAB-5.  Are  you  familiar  with  the  circumstances  under 
which  that  tariff  was  issued?  A.  That  is  a  tariff  naming 
local  rates  on  general  commodities  carried  by  aircraft  be¬ 
tween  New  York  and  Houston,  Texas.  Yes,  as  I  under¬ 
stand  it,  this  tariff  was  designed  to  allow  us  to  bid  on  car¬ 
rying  certain  commodities  for  the  Foley  Department  Store, 
in  Houston,  and  it  was  never  actually  effective,  that  is,  it 
was  never  used  in  view  of  the  fact  that  some  charter  oper¬ 
ator  under-bid  us  on  that  particular  tariff  on  that  particu¬ 
lar  job. 

•  •  •  •  • 

6345 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Page: 


6346 

•  •  •  •  • 

Q.  Would  you  look  at  Exhibit  22,  please? 

That  is  an  advertisement  published  during  1946,  Mr. 
Moore?  A.  I  believe  it  was,  yes. 

Q.  And  was  it  designed  in  producing  revenue  for  East¬ 
ern  to  acquaint  the  public  with  the  new  air  freight  service, 
or  was  it  also  designed  to  stimulate  additional  cargo 

6347  business  of  any  nature,  including  air  express?  A. 
Well,  it  was  designed  primarily  in  anticipation  of 

air  freight  service.  We  have  advertised  with  this  United 
Fresh  Fruit  and  Vegetable  Association  for  several  years 
in  anticipation  of  freight  service. 

Q.  Then  you  might  say  that  advertisement  was  designed 
to  generate  cargo  tonnages  of  perishable  products?  A. 
Primarily,  yes. 
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6348 

•  •  •  •  • 

Q.  Would  your  schedules  permit  loading  of  most  large 
sized  shipments  accepted  for  carriage  on  your  combined 
passenger  planes  at  the  point  of  origination  of  the  flight? 
A.  Could  I  have  that  question? 

Examiner  Cusick:  Please  read  the  question,  Mr.  Re¬ 
porter. 

(Question  read) 

The  Witness :  Do  you  mean  would  they  not  permit  it  at 
intermediate  points?  Is  that  what  you  are  driving  at? 

By  Mr.  Page: 

Q.  Yes,  that  is  what  I  am  driving  at  In  other  words, 
whether  or  not  your  experience  indicates  that  most  of  the 
freight  type  of  business  loaded  on  your  combined 

6349  passenger  scheduled  planes  is  taken  aboard  at  points 
of  origination  of  flights.  A.  No,  not  necessarily, 

although  the  points  of  origination  of  flights  are  in  general 
the  largest  potential  markets  for  the  air  freight  As  a  con¬ 
sequence,  we  would  get  more  from  those  points. 

The  passenger  flights  are  operated  normally — the  sched¬ 
ules  are  operated  between  the  larger  cities,  which  are  the 
larger  potential  markets  for  air  freight  also. 

•  •  •  •  • 

6364  Cross-Examination 

By  Mr.  Beitel: 

•  •  •  •  • 

6369 

•  •  •  •  • 

Q.  The  air  freight  service  which  Eastern  is  presently 
operating  under  the  heading  “air  shipped,”  is  that  a  de¬ 
ferred  freight  service? 
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In  other  words,  is  it  carried  subject  to  space  available 
after  passengers,  mail  and  air  express,  is  carried?  A. 
That  is  right. 

Maybe  I  should  expand  that 

We  have  that  provision  in  our  tariff  in  order  to  protect 
ourselves  in  the  event  that  it  is  necessary  to  defer  it  for 
one  reason  or  another,  and  normally,  it  is  a  deferred  service. 

There  are  occasions  when  there  is  a  backlog  when — we 
don’t  throw  off  passengers,  mail  or  express,  to  put  the 
freight  on,  but  we  do  hold  cancelled  seats,  rather  than 
to  sell  them  in  order  to  clear  up  a  backlog. 

6370  Q.  Have  you  ever  refused  to  carry  passengers  be¬ 
cause  your  space  was  already  confined  or  reserved 
for  air  freight?  A.  Well,  under  the  circumstances  I  out¬ 
lined,  where  there  is  quite  a  backlog,  we  have  held  those 
seats  that  were  cancelled  for  that  purpose.  I  don’t  say  that 
we  have  had  to  refuse  a  passenger  for  that  reason,  because 
it  is  probably  true  that  we  could  accommodate  him  on 
another  flight. 

•  i  •  •  • 

6391 

•  •  •  •  • 

Further  Direct  Examination 
By  Mr.  Moye: 

Q.  Has  Eastern’s  chief  engineer  furnished  you  with  a 
brief  description  of  what  the  Constellation’s  “Speedpak” 
is,  and  some  of  its  specifications?  A.  Yes.  He  has  fur¬ 
nished  me  with  the  following  information : 

The  Speedpak  has  an  unobstructed  capacity  of  395  cubic 
feet  and  is  designed  to  carry  over  8300  pounds.  On  the 
basis  of  a  20  pound  per  cubic  foot  density  the  permissible 
pay  load  would  be  7900  pounds. 

It  includes  removable  binning  which  divides  the  avail¬ 
able  capacity  into  three  or  five  compartments,  as  desired. 
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It  can  be  raised  or  lowered  in  approximately  one  minute 
and  unhooked  from  the  airplane  in  a  matter  of  seconds. 

It  is  equipped  with  four  wheels,  which  permit  it  to  go 
to  any  place  where  it  might  be  needed  for  loading  or  un¬ 
loading. 

It  is  equipped  with  its  own  electric  heating  system 
6392  and  pressure  fire  extinguishing  system,  having  the 
necessary  fire  detection  means. 

It  reduces  the  cruising  speed  of  the  airplane  approxi¬ 
mately  five  miles  per  hour,  which  is  a  negligible  amount 
when  compared  to  the  gains  to  be  obtained. 

A  side  door  is  provided  so  that  at  intermediate  stops 
light  cargo  loads  can  be  either  loaded  or  removed  without 
lowering  it  to  the  ground. 

•  •  •  •  • 

6398 

E.  0.  Cocke 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Lawler : 

Q.  Will  you  state  your  name  for  the  record?  A.  E.  0. 
Cocke. 

Q.  What  position  do  you  hold  with  TWA?  A.  Vice 
President  of  Traffic. 

Q.  Were  Exhibits  1,  2,  3,  4,  5,  8,  9,  10,  and  16  prepared 
under  your  supervision,  or  were  they  prepared  through 
your  knowledge?  A.  They  were. 

Q.  Will  you  tell  us  something  about  TWA’s  efforts  to 
develop  air  freight?  A.  I  would  like  to  refer  to  Exhibit 
No.  TWA  1,  which  is  a  summary  of  TWA’s  air  freight 
operations,  and  elaborate  somewhat  on  the  information  that 
is  contained  therein. 

In  paragraph  1,  it  is  stated  that  in  May  1931,  TWA  in¬ 
augurated  a  21-hour  passenger,  mail  and  express  schedule 
between  New  York  and  Los  Angeles.  This  paragraph  in- 
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dicates  that  the  flights  carried  no  passengers  between  Kan¬ 
sas  City  and  Los  Angeles,  and  operated  only  as  a  mail  and 
express  schedule. 

At  that  time,  this  flight  operated  through  from  Coast  to 
Coast  with  Northrop  single  engine  equipment.  These  mail 
planes  operated  from  1931  up  and  through  1935  and  these 
schedules  carried  both  mail  and  express. 

In  about  1931  TWA  converted  to  single  engined  equip¬ 
ment,  using  Fokker  F-14  planes  that  we  had  to  an  all  freight 
service.  We  operated  this  service  from  Kansas  City  to 
New  York  daily. 

6399  We  charged  a  rate  then  which  was  attempted  in 
1931  of  $13  per  hundred  pounds,  or  abut  $24  a  ton 
mile.  Tliis  service  operated  only  for  a  short  period  of  time, 
as  we  felt  that  there  -was  not  sufficient  volume  of  traffic  to 
support  it. 

For  the  first  few  days,  or  the  first  few  weeks,  there  were 
quite  substantial  loads.  There  -were  pigs,  calves,  and  things 
like  that,  but  they  were  purely  prestige  and  publicity  ship¬ 
ments,  and  there  was  not  sufficient  volume  or  flow  to  con¬ 
tinue  the  service. 

Going  into  1932,  TWA  was  mainly  responsible  for  the 
development  of  general  air  express.  We  stayed  in  that  gen¬ 
eral  air  express  after  two  or  three  carriers  had  withdrawn. 
In  fact,  in  1937,  TWA  was  in  general  air  express  by  itself. 

At  that  time,  we  went  into  the  REA  agreement  and  we 
discontinued  the  general  air  express  because  we  felt  that 
the  REA  agreement  was  the  best  available  service  at  that 
time  to  give  the  communities  along  our  route  a  nationwide 
service. 

During  this  period,  around  1932,  TWA  was  the  first  line 
to  issue  a  joint  tariff  and  set  up  express  between  bus  lines 
and  airlines  with  our  joint  air-bus  tariff. 

In  1936,  prior  to  the  discontinuance  of  general  air  ex¬ 
press,  we  operated  for  approximately  three  months  an  all¬ 
freight  service  between  Chicago  and  New  York  with  tri- 
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motored  Fords.  This  service  was  operated  at  about  32 
cents  a  ton  mile.  Again  we  found  after  three  months’  ex¬ 
perience  that  we  were  a  little  bit  early  in  our  air  freight 
business. 

6400  Going  on  to  page  2,  of  TWA  Exhibit  No.  1,  para¬ 
graph  6,  on  July  1,  1945,  TWA  filed  its  present  air 

freight  tariff,  which  has  since  been  revised,  with  rates  of 
about  30  to  55  cents  a  ton  mile.  In  other  words,  the  tariff 
we  filed  on  July  1, 1945,  was  really  the  third  time  that  TWA 
had  been  in  the  air  freight  business  since  back  in  1931. 

Q.  Were  these  efforts  by  TWA  all  made  before  there  was 
any  competition  from  the  applicants  in  this  case?  A.  Yes, 
they  were. 

Q.  Are  there  any  factors  which  you  can  present  which 
'would  make  present  freight  operations  feasible,  whereas 
previous  efforts  were  not?  A.  Yes,  in  my  opinion  there 
are  a  number  of  factors  present  today,  and  have  been  for 
the  past  few  months,  which  make  an  air  freight  operation 
more  feasible  than  it  was  before  the  war.  I  think  w’e  all 
know  that  the  effect  that  the  war  h^s  had  on  the  realization 
of  the  public  of  air  freight  is  something  that  can  really  be 
used.  The  publicity  attendant  upon  the  operation  by  the 
Air  Transport  Command,  and  the  Naval  Air  Transport 
Service,  certainly  has  given  air  cargo  and  air  freight  a 
big  lift. 

Also,  such  an  operation  as  going  over  the  hump  into 
China,  and  many  other  things  that  have  done  more  than  all 
the  advertising  from  all  the  lines  could  do. 

I  think  the  high  level  of  costs  and  prices  at  the  present 
time  make  the  transportation  costs  a  minor  item.  There  is 
the  lack  of  consumer  goods,  the  fact  that  most  manufactur¬ 
ers  are  rushing  consumer  products  to  depleted  markets 
have  generated  many  prestige  and  publicity  ship- 

6401  ments  that  have  gone  to  swell  the  volume  of  air 
freight  that,  realistically,  as  conditions  get  back  to 

normal,  probably  won’t  be  in  existence. 
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There  is  one  important  point  I  would  like  to  bring  out 
concerning  air  freight,  and  that  is  the  inadequate  service 
facilities  that  we  have  had  in  the  past  year.  We  are  all 
familiar  with  the  truck  shortage,  the  strikes  in  transporta¬ 
tion,  and  I  w’ould  like  to  quote  from  a  newspaper  clipping 
of  the  New  York  Times  of  January  10,  1947,  which  gives  a 
statement  by  Warren  S.  Kimball,  Chairman  of  the  Car 
Service  Department  of  the  Association  of  American  Rail¬ 
roads,  in  which  he  declares  that  the  current  shortage  of 
23,000  cars  per  day  confronts  rail  shippers  with  the  worst 
situation  in  more  than  20  years. 

There  is  no  question  but  what  the  lack  of  surface  trans¬ 
portation  has  forced  a  lot  of  cargo  into  air  freight  chan¬ 
nels.  I  think  that  probably  during  1947,  probably  late 
this  summer,  as  conditions  become  normal,  or  nearly  back 
to  normal,  we  will  find  that  it  has  a  substantial  effect  upon 
the  continued  and  auxiliary  growth  of  air  freight. 

Q.  Do  you  believe  the  public  acceptance  of  transporta¬ 
tion  of  property  by  air  is  partially  the  result  of  an  adver¬ 
tising  campaign  put  on  by  the  airlines  over  the  years'?  A. 
There  is  no  question  but  what  that  has  had  some  effect. 

As  I  recall,  I  think  the  certificated  airlines  spent,  through 
the  Railway  Express  Agency,  about  $65,000  in  advertising 
in  1944  and  1945,  in  addition  to  the  advertising  ex- 
6402  penditures  made  by  many  of  the  certificated  car¬ 
riers  regarding  their  own  individual  air  freight  ser¬ 
vice. 

Q.  Will  you  discuss  the  importance  to  TWA  of  its  cargo 
revenue?  A.  No  one  can  question  that  air  mail  revenues 
are  important  to  the  certificated  carriers.  From  TWA’s 
standpoint,  starting  in  July  1946,  air  freight  and  express 
revenues  exceeded  our  mail  revenues.  For  example  in 
July  1946,  our  freight  and  express  revenues  were  approxi¬ 
mately  $200,000,  as  compared  to  mail  revenues  of  $195,- 
000. 
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The  same  thing  holds  true  in  December,  in  which  we 
estimate  that  our  freight  and  express  revenues  were  ap¬ 
proximately  $300,000  compared  to  a  mail  revenue  of  $286,- 
000. 

I  might  point  out  that  the  combination  in  December  of 
air  freight  express  and  mail  revenue  amounted  to  19  per¬ 
cent  of  our  total  revenue. 

In  1945,  air  freight  and  express  revenues  were  $2,000,- 
032,  compared  with  a  net  profit  after  taxes  of  $1,814,000. 

Q.  Have  you  any  later  figures  on  Exhibits  2,  3,  and  4, 
which  you  would  like  to  read  slowly  for  the  record?  A. 
Yes.  On  Exhibit  TWA  2,  our  actual  mail  ton  miles  for 
1946!  were  6,544,934.  You  will  note  that  that  actual  figure 
is  less  than  our  estimate.  This  estimate  was  made  in  Sep¬ 
tember,  prior  to  our  pilots’  strike,  so  that  we  had  some 
other  effect  on  our  actual  mail  figures. 

Going  to  TWA’s  Exhibit  No.  3,  our  volume  of  air  ex¬ 
press,  actual,  in  1946,  was  3,940,548. 

6403  On  TWA  Exhibit  No.  4,  which  shows  the  growth 
of  TWA’s  air  freight,  I  would  like  to  read  into  the 
record  our  latest  figures.  This  exhibit  goes  only  as  far  as 
July. 

In  August — these  figures  are  in  ten  miles  of  air  freight — 
were  247,879 ;  in  September,  they  were  262,087 ;  in  October, 
213,374;  in  November,  76,480;  and  in  December,  361,732. 

That  gives  a  total  for  the  year  of  1946  of  2,206,251. 

I  would  like  to  call  to  your  attention  that  each  month 
since  TWA’s  inauguration  of  air  freight  in  July  1945,  we 
have  shown  substantial  increases,  with  the  exception  of 
June  1946,  which  was  caused  by  the  truck  strike  in  New 
York,  and,  of  course,  October  and  November,  which  were 
influenced  by  our  strike. 

In  December  1946,  we  estimate  that  TWA’s  air  freight 
revenue  will  be  approximately  $94,000,  or  at  the  rate  of 
about  $1  million  a  year. 
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Q.  Have  you  any  comments  on  TWA’s  Exhibit  No.  5? 
A.  Yes,  I  have.  TWA’s  Exhibit  5  is  a  schedule  history  of 
TWA’s  cargo  flights  and  is  based  on  the  total  arrivals  and 
departures  at  each  station.  I  think  there  are  several  things 
that  this  exhibit  illustrates.  One  is,  you  will  notice,  that 
there  is  a  continual  change  in  our  schedules,  in  the  number 
of  departures  and  arrivals  at  the  stations,  additions  and 
deletions  from  stations. 

This  is  an  indication  that  during  this  period  we  were 
experimenting  with  various  schedules  and  various  types  of 
schedules  to  develop  the  greatest  flow  of  traffic  that  we  felt 
could  be  done. 

6404  I  would  like  to  point  out  that  the  decline  in  the 
number  of  cargo  schedules  which  started  around, 
roughly,  in  the  spring  of  1946,  has  accounted  for  the  in¬ 
crease  in  our  passenger  schedules  and  our  passenger  fre¬ 
quency.  There  was  additional  space  available  on  combina¬ 
tion  schedules  to  take  care  of  a  considerable  flow  of  the 
traffic. 

And  another  reason  is  because  of  the  fact  that  the  passen¬ 
ger  load  factors,  had  shown  a  general  decline  in  the  industry 
which  automatically  opens  up  more  space  to  handle  cargo 
on  combination  flights  which  allows  us  to  decrease  the 
frequency  of  our  cargo  flights. 

Q.  These  plane  miles,  referred  to  at  the  bottom  of 
TWA’s  Exhibit  5,  are  purely  domestic  miles?  A-  They 
are  all  domestic  miles,  yes. 

Q.  What  are  TWA’s  present  load  factors?  A.  Our 
present  load  factors  are  as  follows: 

In  the  month  of  December  our  load  factor  was  slightly 
in  excess  of  70  percent.  We  expect  a  load  factor  in  Jan¬ 
uary  of  some  place  between  60  and  65  percent. 

Q.  What  load  factors  do  you  experience  on  these  all¬ 
cargo  flights?  A.  I  might  read  them  off  into  the  record 
so  that  you  will  have  them. 
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In  January  1946,  35.4;  February  34.6;  March,  35;  April 
42.1;  May  39.9;  June,  32.9;  July,  40.8;  August  48.9,  and 
September,  51.2. 

Q.  This  scheduled  history  of  cargo  flights  ended  with 
September.  Are  you  operating  any  all-cargo  flights  at  the 
present  time!  A.  Yes,  we  are.  We  are  operating 

6405  round  trip  from  New  York  to  Los  Angeles  daily,  and 
a  round  trip  from  New  York  to  Kansas  City  daily. 

These  flights  are  not  published  schedules,  but  operate  as 
extra  sections  of  published  flights  which  gives  us  a  greater 
degree  of  flexibility. 

In  other  words,  our  Flight  Planning  Officer  can  operate 
these  flights  as  extra  sections  on  any  flight  where  the  cargo 
demand  is  heavy,  or  can  route  them  over  any  combination 
of  our  routes,  or  can  stop  them  at  any  combination  of 
cities,  depending  on  the  demands. 

Q.  How  many  planes  do  you  operate  in  the  all-cargo 
service?  A.  In  the  scheduled  service,  four.  We  have  two 
additional  cargo  ships  that  we  use  occasionally  on  charters 
and  which  are  also  utilized  for  pilot  training  and  pilot 
checkout. 

Q.  Will  you  discuss  the  freight  rates  of  TWA,  and  those 
proposed  in  this  hearing  by  the  applicants?  A.  TWA’s 
freight  rates  today  represent  our  best  judgment,  and  we 
believe  they  are  reasonable  and  compensatory.  If  experi¬ 
ence  in  the  future  indicates  that  these  rates  can  be  reduced, 
we  will  do  so. 

I  understand  the  applicants  in  these  proceedings  are 
talking  about  a  10  to  15  cent  ton  mile  rate.  In  my  opinion, 
I  do  not  believe  that  they  can  operate  profitably  at  those 
rates. 

We  all  know  costs  are  rising,  and  are  familiar  with  the 
fact  that  surface  carriers  have  recently  had  to  ask  the 
Interstate  Commerce  Commission  for  a  rate  increase. 

6406  Costs  in  the  airline  business  are  also  rising.  We  of 
TWA  believe  that  this  rate  question  can  and  should 


2483 


Excerpts  from  Testimony  of  E.  0.  Cocke 

be  approached  very  carefully,  and  that  rates  should  not  be 
reduced  until  we  are  certain  that  this  reduced  rate  can  be 
continued.  We  believe  it  is  a  disservice  to  the  shipper  to 
mislead  him  with  1owt  rates. 

It  might  not  be  continued  in  the  future  because  shippers 
may  change  their  merchandising  policy,  and  they  may 
change  their  warehousing  procedure,  and  they  may  reduce 
their  inventories,  and  then  when  it  becomes  necessary  be¬ 
cause  of  rising  costs,  to  increase  your  rates,  we  do  not  feel 
that  is  being  of  any  service  to  the  shipper. 

Our  feeling  is  that  that  rate  question  should  be  gone  into 
very  carefully,  before  substantial  reductions  are  made. 

Q.  Do  you  believe  the  present  rate  will  develop  the 
greatest  potential  of  air  cargo?  A.  Of  course,  the  lower 
the  rate,  the  greater  the  potential  will  be  developed,  but  we 
do  not  believe  it  is  wise  to  develop  cargo  at  an  uneconomic 
rate. 

Q.  Do  you  believe  the  costs  discussed  in  this  proceeding 
will  apply  generally  in  common  carriage?  A.  Yes,  how¬ 
ever,  they  will  have  to  extend  to  all  cities,  not  just  the  cream 
of  the  communities.  If  those  applicants  become  scheduled 
carriers,  it  will  be  necessary  for  them  to  set  up  organiza¬ 
tions  at  all  of  their  cities,  or  some  type  of  organization,  or 
some  type  of  service  so  that  the  shipper  can  receive  service. 

Another  point  is  shown  in  our  Exhibit  No.  10 — non- 
scheduled  carriers.  When  they  become  scheduled,  we  will, 
without  question,  be  forced  to  pay  airport  fees  which, 
6407  according  to  our  understanding,  they  are  not  gener¬ 
ally  paying  at  the  present  time. 

When  they  become  scheduled  carriers,  it  is  my  feeling 
that  they  will  operate  at  a  lower  load  factor  because  they 
will  have  a  schedule  responsibility,  and  will  not  be  able  to 
wait  for  full  loads.  It  is  going  to  be  an  increase  in  ferry 
mileage,  and  they  will  have  a  schedule  responsibility,  and 
will  have  to  operate  schedules  at  published  times  so  that 
the  equipment  must  be  available  for  this. 
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Mr.  Beitel:  Mr.  Examiner,  U.  S.  Airlines  request  that 
when  the  witness  says  “applicants”,  he  name  the  applicant 
to  which  he  is  referring. 

Mr.  Lawler :  I  think  that  is  a  matter  of  cross-examination. 
I  think  the  Examiner  will  agree  that  we  cannot  adequately 
mention  the  names  of  16  individual  carriers  separately. 
We  have  to  paint  them  with  a  broad  stroke. 

If  there  are  certain  applicants  which  do  not  apply  to  the 
situation  described  here  generally,  I  think  it  is  a  matter  of 
cross-examination. 

Examiner  Cusick:  Very  well. 

Mr.  Beitel :  May  we  object  on  the  grounds  that  the  ans¬ 
wer  is  too  general  to  be  responsive  to  the  question? 

Examiner  Cusick:  Objection  overruled. 

By  Mr.  Lawler : 

Q.  Do  you  believe  the  maintenance  cost  may  be  higher 
if  they  must  maintain  better  schedules?  A.  Yes.  I  think 
that  would  naturally  follow,  that  the  schedule  responsibility 
and  your  maintenance  will  also  have  to  be  scheduled  care¬ 
fully  so  that  the  equipment  will  be  available  for 
6408  scheduled  operation. 

Q.  Would  that  be  true  even  if  some  of  the  appli¬ 
cants  in  this  case  should  not  publish  hourly  schedules,  but 
just  general  times  of  departures?  A.  It  would  be  pro¬ 
gressively  true,  as  they  were  more  specific  in  their  sched¬ 
ules. 

Q.  In  your  opinion,  could  freight  be  transported  at  less 
cost  by  the  certificated  carrier  than  by  the  applicants  in 
this  proceeding?  A.  We  feel  that  freight  can  be  carried 
at  a  less  cost  by  the  certificated  carriers.  For  some  of  the 
reasons  I  stated  in  the  last  answer,  the  certificated  car¬ 
riers  have  already  the  facilities  set  up.  We  carry  the 
freight  on  an  added  cost  basis.  We  have  the  organization 
and  we  have  the  offices,  and  we  have  the  cargo  handlers, 
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whose  time  is  not  completely  occupied,  and  the  carrier 
probably  would  have  to  support  their  operations  on  pro¬ 
perty  only. 

Q.  Do  you  believe  that  your  passenger  and  mail  reven¬ 
ues  tend  to  subsidize  your  freight  operations?  A.  No, 
we  don’t.  We  do  not  believe  that  as  a  realistic  statement. 
We  believe  that  our  freight  operations  are  more  than  pay¬ 
ing  the  added  costs,  and  I  do  not  see  any  more  reason  why 
you  should  say  that  the  passengers  or  mail  are  subsidizing 
the  freight,  than  you  can  say  that  the  freight  is  subsidizing 
the  passenger  and  mail  business.  It  is  revenue  that  is  all 
coming  into  the  integral  operation,  so  that  possibly  as  air 
freight  income  increases,  we  will  be  able  to  reduce  passen¬ 
gers  fares  and  reduce  mail  rates. 

Q.  The  statement  has  been  made  in  this  proceed- 
6409  ing  that  the  routes  of  the  certificated  carriers  were 
not  designed  for  the  carriage  of  cargo,  and  cannot 
adequately  serve  it.  Do  you  have  any  comments  to  make  on 
that?  A.  In  my  judgment,  that  is  not  true.  We  have  a 
vast  network  that  the  scheduled  carriers  built  up  in  the 
United  States,  which  have  been  built  up  over  the  past  years, 
after  a  careful  study  not  only  by  the  carriers,  but  by  the 
Civil  Aeronautics  Board,  and  there  is  service  available  to 
all  important  cities,  and  competition  between  most  of  those 
important  cities.  We  believe  that  this  network  of  air 
transportation  was  designed  for  passengers,  mail,  express, 
and  freight,  not  purely  for  passengers. 

There  are  probably  some  communities  that  do  not  have 
direct  one-carrier  service  between  each  other. 

We  do  not  believe  it  is  feasible  that  all  communities  or 
all  cities  have  direct  one-carrier  service,  and  it  would  not 
be  in  the  public  interest  because  of  duplication.  Some 
communities  can  be  taken  care  of  by  the  possible  use  of 
equipment  interchanges,  to  give  them  through  one-carrier 
service  if  transshipment  is  very  much  of  a  problem. 
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Q.  Has  TWA  any  plans,  or  has  it  entered  into  an  agree¬ 
ment  with  other  lines,  or  discussed  equipment  interchange? 
A.  Yes.  We  have  discussed  equipment  interchange,  and  I 
believe  we  have  an  application  pending  before  the  Board  on 
equipment  interchange  with  Delta  Air  Lines. 

Q.  And  also  with  Chicago  &  Southern?  A.  I  am  not 
sure  if  that  has  been  filed  with  the  Board.  We  have  dis¬ 
cussed  it  with  them. 

6410  Q.  Is  TWA  cooperating  with  the  rest  of  the  air¬ 
lines  in  an  integrated  program  under  the  sponsor¬ 
ship  of  the  ATA  on  air  cargo?  A.  There  have  been  dis¬ 
cussions  with  air  cargo,  and  as  I  understand  it,  represen¬ 
tatives  of  the  Air  Transport  Association  will  testify  about 
that. 

Q.  Do  you  know  of  any  studies  which  have  been  made 
which  would  indicate  that  the  majority  of  the  freight  does 
not  flow  along  the  line  of  passenger  travel  or  mail  flow? 
A.  I  am  not  personally  familiar  with  any  studies,  but  in 
my  own  experience,  my  impression  is  that  the  major  flow 
of  passengers  and  property  are  along  the  same  channels, 
generally,  between  your  large  centers  of  population.  There 
are  some  exceptions  to  that. 

Passengers  will  probably  fly  to  the  Grand  Canyon,  and 
cargo  won’t,  but,  generally  speaking,  property  and  passen¬ 
gers  flow  to  the  same  channels. 

Q.  Certain  of  the  applicants  in  this  case  have  a  so-called 
area  application  in  which  they  seek  to  serve  from  any  point 
in  one  area  to  any  point  in  another  area.  Do  you  have  any 
comment  to  offer  on  that?  A.  Yes.  I  could  make  a  few 
comments,  on  the  so-called  area  concept.  I  feel  that  the 
operational  difficulties  of  operating  such  a  service  will  be 
tremendous.  Your  scheduling  problems,  the  handling  of 
your  crews,  your  maintenance,  equipment  turnaround 
charts  and  all  of  those  operation  factors,  I  think,  will  be 
very  difficult  to  operate  and  to  work  out  in  the  area  concept 
of  service. 
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We  believe  that  public  convenience  and  necessity  is  not 
only  for  the  carrier,  but  it  is  also  for  the  public.  If 

6411  the  carrier  is  certificated  to  serve  a  point,  he  should 
serve  it  through  the  peaks  and  valleys,  and  not  be 

able  to  pick  up  and  move  some  place  else  when  business 
gets  bad. 

As  far  as  the  convenience  to  the  shippers  in  the  area  con¬ 
cept,  it  seems  to  me  that  the  fellow  that  has,  as  I  under¬ 
stand  it,  to  make  a  pickup  in  a  place  that  has  one  thousand 
pounds,  it  does  not  give  much  service  to  someone  that  has, 
maybe,  700  pounds,  and  TWA’s  carriers  are  giving  service 
generally  through  the  areas  that  are  being  played  up  along 
our  route. 

Q.  Do  you  believe  that,  in  general,  a  certificated  carrier 
renders  service  to  a  particular  point,  serves  the  area 
around  that  point?  A.  Yes.  I  believe  so,  and  it  is  my 
feeling  that  the  certificated  stop  of  an  airline  serves  at 
least  the  territory  within  a  25-mile  radius. 

Q.  How  would  that  affect  trucking  costs  to  a  shipper? 
A.  I  assume  what  you  mean  is  that  trucking  costs  are 
mainly  in  the  handling  charge,  rather  than  in  the  line  haul 
charge,  and  if  you  are  going  to  truck  a  commodity  or  some 
cargo  for  five  miles,  it  doesn’t  cost  a  lot  more  to  take  it 
another  five  or  20  miles. 

Q.  Do  you  know  of  any  equipment  in  existence,  or  on  the 
drawing  board  which  can  be  put  down  in  other  than  fairly 
large  air  fields?  A.  No,  I  don’t.  That  is,  not  if  they  fol¬ 
low  the  same  operational  regulations  and  procedures  that 
the  scheduled  carriers  follow. 

6412  Q.  Do  you  believe  that  flexibility  of  service  is 
more  a  function  of  frequency  of  service  than  any¬ 
thing  else?  A.  I  would  say  that  flexibility  is  more  im¬ 
portant  for  the  shipper  because,  for  example,  in  Los 
Angeles  TWA  has  25  schedules  in  and  out;  American  Air 
Lines  has  36  schedules  in  and  out,  and  United  Air  Lines 
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49  schedules  in  and  out,  plus  service  by  Western  Air  and 
Southwest  Airways. 

We  have  a  tremendous  frequency  of  service,  and  you  are 
certainly  going  to  have  a  flexibility  of  service  for  the  ship¬ 
per. 

Q.  The  statement  has  also  been  made  that  the  present 
equipment  of  the  certificated  air  lines,  particularly  in  com¬ 
bination  planes,  is  completely  unsuited  for  the  carriage  of 
cargo.  Have  you  any  comment  to  make  on  that?  A.  The 
only  comment  I  can  make  on  that  is  that  that  has  not  been 
our  experience.  Our  air  freight  shipments  are  averaging 
about  198  pounds,  which  can  very  easily  be  carried  on  pas¬ 
senger  equipment.  In  fact,  our  experience  is  that  70  per¬ 
cent  of  our  air  freight  today  is  moving  on  combination 
passenger-cargo  flights. 

Q.  It  has  also  been  stated  that  the  handling  time  for  car¬ 
go  will  necessarily  delay  passengers  and  flights.  Do  you 
believe  that  to  be  true?  A.  No,  we  do  not  feel  that  to  be 
true.  We  believe  that  with  increased  loading  facilities,  such 
as  fork  lips,  better  and  improved  packaging,  and  better 
procedures  worked  out  with  ground  personnel,  such  as  we 
are  doing  now, — setting  aside  cargo  in  200  pound  lots  so 
that  if  we  get  a  no-show  at  the  last  minute,  we  can 
6413  load  the  200  pounds  on  the  plane. 

We  feel  that  in  the  normal  schedule,  space  will  be 
made  available,  and  we  will  be  able  to  work  out  procedures 
for  handling,  loading  and  unloading  without  any  too  great 
difficulties. 

Q.  TWA  has  been  instrumental  in  the  development  of 
speedpaks.  Will  that,  or  similarly  preloaded  containers, 
cut  down  the  amount  of  handling  time?  A.  There  is  no 
question  that  Speedpak  will.  I  think  that  one  of  the  pre¬ 
vious  witnesses  testified  that  there  will  be  an  advantage  to 
having  cargo  preloaded  and,  therefore,  it  will  facilitate 
taking  them  off. 
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Q.  Does  any  of  TWA’s  equipment  have  Speedpak?  A. 
Five  of  our  units  are  equipped  to  carry  Speedpaks. 

Q.  Does  TWA  contemplate  buying  any  all-cargo  equip¬ 
ment  ?  A.  We  have  no  specific  plans  to  buy  all-cargo 
equipment.  Our  Engineering  Department  is  studying  and 
keeping  abreast  with  all  equipment  that  is  being  designed. 
If  we  feel  that  if  all  cargo  equipment  is  developed,  and  if 
it  will  show  a  substantial  result  and  will  fit  into  our  sched¬ 
ules,  of  course,  we  will  buy  it. 

Q.  Do  you  have  any  comment  to  make  on  what  effect 
certification  of  applicants  will  have  on  the  present  car¬ 
riers?  A.  As  I  have  already  discussed,  the  present  net¬ 
work  of  scheduled  airlines,  we  feel,  is  offering  very  ade¬ 
quate  service.  As  for  new  service  to  a  few  small 
6414  communities,  or  new  through  service  between  certain 
communities,  we  do  not  feel  there  is  sufficient  justifi¬ 
cation  for  such  a  nationwide  duplication. 

Q.  Do  you  believe  they  have  had  any  effect  on  TWA? 
A.  They  have  had  some  effect,  naturally.  They  have  car¬ 
ried  some  property  between  cities  on  our  routes.  How¬ 
ever,  I  do  not  believe,  in  my  opinion,  that  the  effect  has 
been  too  substantial  because,  generally  speaking,  the  cargo 
has  been  carried  at  rates  that  we  would  not  meet,  so  that  it 
is  a  question  of  whether  we  would  have  participated  in  the 
business  anyway. 

Q.  Do  you  believe  there  is  a  place  for  the  applicants  in 
this  proceeding  in  a  sound  national  transportation  pattern? 
A.  Yes,  we  believe  there  is.  We  believe  there  is  a  place  in 
the  national  transportation  pattern  of  the  United  States 
for  contract  carriers,  but  confined  to  commodities  that  do 
not  fit  in  well  on  scheduled  operations,  meaning  such  things 
as  carrying  fresh  fish  and  horses,  and  such  things  that  ob¬ 
viously  cannot  get  into  a  passenger  airplane. 

We  feel  that  that  type  of  movement  probably  will  afford 
a  great  volume  of  business  for  contract  carriage. 
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Q.  What  policy  does  TWA  follow  in  the  handling  of  ex¬ 
press,  passengers,  and  freight?  A.  We  follow  a  policy 
that  is  set  out  and  that  complies  with  the  regulations.  We 
carry  mail  first;  we  carry  express  next,  then  we  carry  air 
freight.  We  w’ork  it  out  approximately  every  month,  or  at 
least  every  time  the  schedule  change  is  made.  We 

6415  work  out  an  allocation  on  our  equipment,  based  on 
experience.  We  allocate  so  much  space  to  cargo;  so 

much  space  to  passengers,  and  if  the  cargo  space  is  limited, 
it  is  allocated  between  mail,  and  between  freight  and  ex¬ 
press. 

Of  course,  we  off-load  air  freight  if  the  express  is  offered, 
or  if  the  payload  is  reduced  for  weather,  gas,  or  some  such 
reason.  This  air  freight  moves  on  another  schedule  that 
comes  along  in  a  short  period  of  time,  so  there  is  no  ill 
effect  on  the  shipper,  and  as  far  as  off-loading  is  concerned, 
it  is  purely  a  hypothetical  question  because,  to  my  knowl¬ 
edge,  we  are  not  off-loading  anything  on  TWA  today. 

Q.  Do  you  think  the  shipper  cares  whether  a  flight  goes 
off  on  schedule,  as  long  as  it  arrives  there  at  a  certain  time? 
A.  As  long  as  it  gets  there  in  time,  I  do  not  think  it  is  a 
matter  of  any  concern  to  the  shipper. 

•  •  •  •  • 

6416 

Cross  Examination 
By  Mr.  Morris : 

Q.  How  many  air  freight  tariffs  has  your  company  had 
to  date?  That  is,  other  than  the  one  now  in  effect?  A.  We 
had  one  in  1931;  we  had  another  in  1936,  and  that  was 
sometime  ago.  I  think  in  one  of  the  exhibits  that  is  being 
sponsored  by  Mr.  Whitmer  we  do  list  a  number  of  tariffs 
we  have  issued,  but  I  am  not  certain  of  the  number. 

Q.  Let  us  say  since  V-E  Day.  Have  you  had  only  one  tar- 
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iff  that  is  now  in  effect?  A.  No.  I  think  we  have  issued 
several  tariffs,  and  several  supplements.  I  am  not  sure 
of  the  details,  but  I  think  if  you  will  refer  to  Exhibit  6, 
they  are  listed  there.  I  am  not  familiar  with  any  details 
of  our  tariffs. 

Q.  Would  you  be  willing  to  stipulate  that  they  may  be 
referred  to  by  us?  Those  that  have  been  issued  since  V-E 
Day? 

Examiner  Cusick:  I  do  not  quite  understand  the  ques¬ 
tion. 

Mr.  Morris:  We  ask  if  he  will  stipulate  that  we  may  re¬ 
fer  to  the  other  tariffs,  as  if  they  were  a  part  of  the  record. 

Mr.  Lawler:  That  is  agreeable. 

Examiner  Cusick:  It  is  so  agreed. 

By  Mr.  Morris : 

Q.  What  is  the  average  yield  to  vour  company  per  ton 
mile  of  freight  carried  under  your  current  tariff?  A.  I 
think  it  is  about  26  cents  a  ton  mile. 

Q.  What  was  it  under  the  tariffs  back,  say,  at  V-E 
6417  Day? 

Mr.  Lawler :  I  do  not  want  to  interrupt.  Couldn’t 
you  look  at  Exhibit  6  and  refer  to  that  by  number? 

Mr.  Morris:  All  right. 

Examiner  Cusick:  I  think  the  next  witness  is  going  to 
sponsor  the  tariff  exhibits. 

By  Mr.  Morris: 

Q.  I  want  the  average  yield,  the  current  one  would  be 
No.  4,  I  take  it. 

I  am  interested  in  the  range.  A.  On  our  original  tariff, 
Mr.  Morris,  I  don’t  know  what  the  average  yield  was.  Our 
rates  just  range  between  30  and  55  cents  a  ton  mile.  I  will 
have  to  guess.  Tt  is,  maybe,  35  or  40  cents  a  ton  mile. 
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Q.  It  ranged  from  that  down  to  your  present  figure? 
A.  That  is  correct. 

Q.  You  have  given  us  the  load  factors  on  your  all-cargo 
operations  for  the  first  nine  months  of  1946.  Could  you 
give  me  the  plane  utilization  of  those  same  schedules?  A. 
No,  1  don’t  have  those  figures. 

Q.  Would  you  be  willing  to  supply  a  statement  or  an  ex¬ 
hibit  to  that  effect? 

Mr.  Lawler:  I  don’t  know  whether  we  can  prepare  that. 

Examiner  Cusick:  If  it  were  supplied,  it  would  be  sup¬ 
plied  as  a  supplemental  exhibit  within  ten  days  after  the 
close  of  the  hearing. 

Mr.  Morris:  Yes. 

Examiner  Cusick:  Those  who  have  indicated  that  that 
information  would  be  supplied  will  do  so. 

Mr.  Lawler:  If  we  have  that  information,  we  will 
6418  be  glad  to  submit  it  to  Mr.  Morris. 

By  Mr.  Morris: 

Q.  You  quoted  some  figures  as  to  the  percentage  of  the 
gross  revenue  of  your  company,  represented  by  your  cargo 
operations,  mail,  express,  and  freight.  Do  you  have  that 
figure  for  freight  alone?  A.  I  have  for  the  months  I 
quoted  the  percentage,  yes.  In  December,  we  estimate 
$300,000  for  freight  and  express.  Our  December  air 
freight  revenue  was  about  $94,000. 

So  that  is  about  roughly  one-third.  Our  freight  revenue 
is  roughly  one-third  of  our  express  revenues. 

Q.  I  am  getting  at  system  revenues.  What  percentage 
constituted  the  system  revenue?  A.  I  don’t  have  that 
figure. 

Q.  Could  that  figure  be  supplied  for  the  year  1946,  with¬ 
in  ten  days,  or  such  part  of  the  year  as  for  which  the  figures 
are  available? 
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Mr.  Lawler:  Yes,  we  will  supply  that. 

Mr.  Morris:  That  is,  for  air  freight  alone? 

Mr.  Lawler:  Yes. 

Examiner  Cusick:  It  will  be  a  part  of  the  supplemental 
exhibit. 

By  Mr.  Morris : 

Q.  I  believe  you  said  that  you  do  not  publish  current 
air  schedules — air  cargo  schedules,  but  that  you  run  those 
flights  more  or  less  as  extra  sessions?  A.  That  is  correct 
We  run  them  as  extra  sections. 

Q.  And  that  was  done  in  the  interest  of  flexi- 
6419  bility?  A.  Flexibility,  yes,  and  an  attempt  to  in¬ 
crease  the  load  factor. 

Q.  What  is  the  purpose  of  TWA’s  Exhibit  16,  which  I 
believe  you  are  sponsoring?  A.  TWA’s  Exhibit  16  was — 

Mr.  Lawler:  I  forgot  to  ask  Mr.  Cocke  on  direct  about 
Exhibit  16.  However,  I  will  accept  as  direct  examination 
what  statement  he  makes  on  cross-examination. 

The  Witness:  TWA’s  Exhibit  16  is  an  exhibit  which  is 
purely  to  show  as  a  matter  of  record  that  the  presently 
certificated  all-cargo  business  has  consistently  applied  for 
passenger  service. 

By  Mr.  Morris: 

Q.  That  is  the  only  thing  it  purports  to  show?  A.  That 
is  correct. 

Q.  Mr.  Cocke,  is  your  company  still  an  active  factor 
in  Air  Cargo,  Inc.?  A.  Yes,  they  are. 

Q.  Were  your  policies  in  regard  to  air  freight  actively 
influenced  by  the  studies  made  by  that  organization?  A. 
They  have  some  influence,  but  that  was  not  the  only  in¬ 
fluence. 

Q.  You  had  available  the  results  of  those  studies,  too? 
A.  Oh,  yes. 
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6423 

•  •  #  *  • 

By  Mr.  Craven : 

Q.  Let  me  ask  you  with  reference  to  that,  you  have  no 
statistical  studies  which  would  show  the  cost  per  ton  mile 
of  carrying  freight,  either  on  a  pro  rated  basis  or  on  an 
out-of-pocket  or  added  cost  basis?  A.  We  have  made  no 
such  study.  We  will  gain  such  figures  by  actual  experi¬ 
ence.  As  I  have  stated  previously,  we  have  no  such  studies. 
The  only  allocation,  I  think,  that  has  ever  been  attempted 
has  probably  been  on  some  of  the  mail  rate  cases.  I  am 
not  familiar  with  what  the  allocation  was,  but  I  think  the 
allocation  was  one  of  the  most  difficult  problems  in  the 
industry. 

As  I  stated,  we  have  no  study,  and  I  don’t  know. 

Q.  And  you  have  no  studies  on  an  added  cost  basis, 

6424  either?  A.  No. 

Q.  Your  statements  to  the  effect  that  these  rates 
are  reasonable  and  compensatory,  and  that  the  freight 
can  be  carried  at  less  cost  by  the  certificated  carrier  than 
by  the  noncertificated  carrier  necessarily  are  subject  to 
that  explanation.  That  is,  that  you  do  not  have  the  costs 
which  would  indicate  a  cost  basis?  A.  That  statement 
was  made  upon  the  very  obvious  reasons  that  I  quoted, 
such  as  we  have  the  organization,  and  we  are  flying  air¬ 
planes. 

As  far  as  the  actual  dollars  and  cents  statistical  study 
costs  are  concerned,  we  do  not  have  them.  The  reasons  I 
testified  in  my  direct  testimony  are  things  that  in  my  judg¬ 
ment  we  feel  that  they  are  reasonable  and  compensatory, 
and  we  can  carry  it  on  an  added  cost  basis. 

Q.  Do  you  think  it  proper  that  the  Board  should  con¬ 
sider  the  added  out-of-pocket  or  added  costs  as  a  proper 
measure  of  the  cost  providing  this  service?  A.  It  should 
be  considered,  yes. 
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6440 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Lear: 

•  •  •  •  * 

6444 

•  •  •  •  • 

Q.  What  I  am  trying  to  get  at  is — is  there  any  allocation 
of  costs  as  far  as  executive  salaries  are  concerned,  and 
general  administrative  expenses  between  your  air  freight 
activities  on  the  one  hand,  and  your  passenger  and  mail 
activities  on  the  other  hand?  A.  No.  We  are  considering 
some  such  studies  as  that,  but  there  has  been  nothing  done 
up  to  the  present  time.  . .  • 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Meyers: 

•  •  •  •  • 

6450 

•  •  •  •  • 

Q.  Let  us  assume  a  hypothetical  question  for  the  purpose 
of  discussing  other  points  you  made.  Let  us  assume  that  an 
all-cargo  common  carrier  could  prove  profitable  at  the  rates 
of  10  and  15  cents,  serving  the  territory  roughly  served 
by  TWA. 

Would  you  say  that  new  all-cargo  carrier  was  duplicating 
the  service  of  TWA?  A.  Yes.  They  would  be  duplicating 
TWA’s  service,  if  it  actually  turned  out  that  they  could 
operate  at  those  rates  at  a  profit. 

My  feeling  is  that  TWA  could  do  the  same. 

Q.  In  your  judgment,  TWA  would  not  be  interested  at 
this  time  in  carrying  such  traffic  because  you  do  not  think 
it  is  possible?  A.  At  those  rates? 

Q.  Yes.  A.  That  is  correct 
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Q.  So  that  the  shipper  has  either  to  ship  at  the  rates  you 
think  are  proper,  or  not  at  all?  A.  Somebody  is  wrong. 
Either  we  are  wrong  or  you  are  wrong. 

Q.  And  if  the  analysis  appears  that  we  are  right,  should 
we  be  certificated  to  do  this,  or  should  you  be  compelled  to 
do  the  business  ?  A.  If  the  analysis  of  the  figures  can  be 
proven,  I  think  you  are  right. 

6451  Q.  Who  should  do  the  business?  A.  I  would  say 
you  should. 

•  •  •  •  # 

6472 

•  *  •  •  • 

R.  E.  Whitmer 

•  •  ♦  •  * 

Direct  Examination 

By  Mr.  Reilly : 

•  *  «  •  • 

6473 

•  •  •  •  m 

Q.  What  is  vour  position  with  TWA,  Mr.  Whitmer?  A. 
Director  of  Cargo  Sales. 

•  •  #  •  • 

Cross  Examination 

By  Mr.  Page: 

•  *  #  *  • 

6479 

•  i  •  i  • 

Q.  And  take  the  month  of  September :  that  we  were  dis¬ 
cussing — which  is  perhaps  representative  of  the  recent 
months,  it  shows  an  increasing  percentage  of  the  total  air 
freight  carried  on  the  passenger  flights;  that  is  correct,  is 
it  not?  A.  Yes,  sir. 
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Q.  In  so  far  as  there  seems  to  be  a  relative  preponder¬ 
ance  of  shipments  below  500  pounds,  and  on  hauls  less  than 
a  thousand  miles,  is  it  becoming  the  experience  of  TWA 
that  this  type  of  traffic  lends  itself  to  carriage  on  the  pas¬ 
senger  plane  schedules  rather  than  on  the  cargo  plane 
schedules!  A.  This  increase  in  the  freight  carried 
6480  on  the  passenger  flights  was  due  primarily  to  the 
increasing  number  of  passenger  flights  we  were  op¬ 
erating  then.  And  it  is  quite  true  that  the  passenger  flight 
does  lend  itself  better  to  a  smaller  ship  than  the  cargo 
flight  does.  That  is  one  of  the  advantages  of  utilization  of 
that  cargo  space. 

Q.  Assuming,  with  regard  to  weight  ranges,  that  the  ex¬ 
perience  of  September  were  a  continuing  one ;  namely,  that 
30  per  cent  of  the  shipments  carried  which  had  less  than 
five  hundred  pounds:  Would,  in  your  judgment,  the  devel¬ 
opment  of  the  cargo  service  on  the  passenger  plane  sched¬ 
ules  be  sounder  for  the  certificated  carrier  than  the  con¬ 
tinued  utilization  of  the  cargo  plane  space! 

•  •  •  •  • 

The  Witness:  I  think  to  give  a  well  rounded  carrier 
service,  it  is  smart  to  utilize  space  as  we  can  utilize  on  the 
passenger  service.  I  hope  this  relation,  as  a  matter  of  fact, 
between  the  two  types  of  flights  continues. 

6482 

•  •  *  •  • 

Cross  Examination 
By  Mr.  Morris : 

Q.  Mr.  Whitmer,  looking  at  Exhibit  12,  page  1:  The 
figures  presented  in  this  exhibit  are  concerned  with  passen¬ 
ger  traffic,  are  they  not!  A.  We  show  passenger  figures 
in  that  chart ;  yes,  sir. 

Q.  Wouldn’t  it  have  been  more  instructive  to  have 

6483  shown  air  freight  figures!  A.  Yes,  I  think  so.  I 
should  like  to  show  some  air  freight  figures  on  there 
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too,  which  we  have  been  able  to  work  up  in  the  last  few 
evenings. 

You  will  understand,  of  course,  that  when  this  exhibit 
was  made  up,  we  did  not  have  figures  available  to  show  the 
historic  trend  of  point-to-point  movements  on  freight,  and 
it  was  assumed  that  probably,  though  we  didn’t  know,  pas¬ 
senger  trends  might  be  an  indication  of  where  cargo  would 
move,  too. 

Of  course,  we  realized  that  passengers  are  going  to  move 
to  certain  points  like  the  Grand  Canyon,  where  cargo  won’t ; 
but  after  we  had  finished  calculation  of  our  point-to-point 
survey  for  one  month,  we  did  work  it  up,  and  I  should  like 
to  read  in  the  percentages  in  those  three  columns,  taken 
from  our  Exhibit  21,  and  to  the  sectors. 

Cargo,  78.4  per  cent.  In  that  case,  cargo  is  air  freight. 
That  is  under  the  column  for  National  Skyway.  Under  the 
column  for  Slick,  43  per  cent. 

Under  the  Column  for  Willis,  51.2  per  cent. 

I  firmly  believe  that  that  is  probably  the  first  time  any 
data  have  been  submitted  which  show  a  correlation  between 
cargo  and  passenger  flow. 

I  don’t  know;  it  is  one  month’s  sample  against  a  six 
months’  sample,  but  at  least  it  is  something. 

Q.  What  is  the  month?  A.  The  month  of  September, 
for  the  air  freight  figures. 

•  *  *  »  • 

6486 

•  •  •  •  * 

Q.  With  reference  to  the  last  exhibit  which  you  have 
filed,  ' Mr.  Whitmer,  Exhibit  22,  which  is  concerned  with 
cargo  carrying  capacities  of  the  scheduled  carriers:  You 
have  calculated  the  cargo  carrying  capacities  of  certain 
certificated  carriers. 

Now,  isn’t  it  a  fact  that  most  of  the  schedules  which  you 
took  into  account  there,  of  the  certificated  carriers,  are  op- 
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erat.ed  on  Sundays  as  well  as  other  days?  They  are 
operated  seven  days  a  week?  A.  Yes,  sir. 

Q.  Well,  regardless  of  the  amount  of  carrying  capacity, 
with  respect  to  planes  operated  on  Sundays,  you  wouldn’t 
expect  much  freight  to  move  on  that  day,  would  you?  A. 
That  is  probably  the  lowest  day  of  the  week. 

Q.  In  fact,  the  amount  of  freight  you  would  expect 
6487  to  get,  on  that  day,  would  be  practically  negligible, 
wouldn’t  it?  A.  I  wouldn’t  say  negligible,  but  it  is 
the  lowest  day. 

Q.  So  that  circumstance  should  be  taken  into  account  in 
considering  that  exhibit?  A.  Yes,  perhaps  so. 

•  •  •  •  • 

6497 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Craven: 

Q.  I  wanted  to  be  sure  that  I  understood  you. 

As  I  understand  you,  in  your  discussion  of  this  unbal¬ 
anced  movement  east  and  west,  as  indicated  by  the  figures 
that  you  quoted,  there  is  a  fixity  of  unbalance  which  repre¬ 
sents  the  inherent  nature  of  the  traffic?  A.  According  to 
the  information  we  have,  Mr.  Craven,  and  past  history, 
there  seems  to  be  a  predominant  westbound  flow  of  cargo, 
yes. 

Q.  And  you  think  that  is  apt  to  persist  in  such  a  degree 
as  evidenced  by  your  figures  ?  A.  I  think  probably  for  the 
major  commodities  it  will  exist  for  a  long  time,  although 
there  is  definitely  a  tendency  on  the  West  Coast  to  unbal¬ 
ance  that  situation. 

Q.  Now,  that  unbalance,  as  reflected  by  the  figures  you 
gave,  is  an  unbalance  which  exists  under  the  rates  at  which 
you  are  trying  to  move  the  traffic?  A.  No,  I  don’t  think  so. 
I  think  that  unbalance  exists  all  the  way  down  through 
transportation. 
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Q.  You  indicated,  I  think,  as  I  understood  you,  that  it 
wouldn’t  be  changed  by  the  movement  of  perishables  out 
of  California  to  the  East?  A.  Certainly  in  the  particular 
air  movement,  if  you  should  start  moving  perishables  out 
of  California  to  the  East,  it  would  tend  to  counteract  that 
predominant  westbound  flow. 

6498  Q.  Do  you  mean  to  indicate  that  there  is  not  going 
to  be  a  sharp  increase  in  the  movement  of  California 

perishables  ?  A.  I  don’t  know  what  is  going  to  happen.  It 
depends  upon  rate  structures. 

Q„  You  don’t  think  there  will  be  at  your  rates,  do  you? 
A.  No  sir.  We  have  tried  it. 

Q.  Isn’t  it  true  that  there  are  very  substantial  move¬ 
ments  from  the  Pacific  Coast  which  might  be  calculated  to 
move  at,  say,  a  12-15-cent-per-ton-mile  rate,  and  which 
won’t  move  at  your  rates,  and  which,  if  moved,  would 
change  that  balance  ?  A.  I  don’t  know  what  is  moving  at 
the  10-to-15  because  we  have  never  charged  that  rate  struc¬ 
ture.  They  are  not  moving  at  our  present  rate. 

Obviously,  if  you  could  put  in  a  low  enough  rate  and  start 
that  moving,  it  is  going  to  change  the  balance,  yes. 

Q.  You  haven’t  made  a  study  of  the  California  traffic  in 
perishables,  to  see  what  you  could  do  in  the  way  of  moving 
it  at  the  12  to  15  cents  rate,  have  you?  A.  We  have  looked 
at  it  pretty  carefully,  but  I  don’t  know  what  we  move  at 
that  rate.  I  don’t  know  whether  anyone  does  or  not. 

Q.  You  don’t  know  whether  any  perishables  would  move 
out  of  California  on  a  12  to  15-cent  rate?  A.  Yes,  we  are 
moving  some  at  26  cents,  so  undoubtedly  there  would 

6499  be  a  lot  more  at  that  rate. 

Q.  You  have  made  a  study  of  the  situation,  I  take 
it?  A.  We  have  looked  over  the  situation,  but  as  to  a 
study,  I  don’t  know. 

Q.  Is  it  or  is  it  not  your  opinion  that  on  a  12  to  15  cent 
rate  this  unbalance  which  you  talk  of  could  be  sharply  af- 
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fected  by  the  movement  of  California  perishables?  A.  I 
am  inclined  personally  to  believe  it  would  be  a  rate  lower 
than  that 

•  *  •  #  * 

6502 

**>*©*■ 

Recross  Examination 
By  Mr.  Craven : 

Q.  Take  your  exhibits  and  show  me  where  that  15  cents 
a  ton  mile  rate  is  on  eastbound  perishables.  A.  I  think 
our  tariff  exhibits  show  that,  and  particularly  exhibit  No.  6 
has  it  indicated  at  the  right-hand  column  there,  Mr.  Craven. 

Q.  The  right-hand  column?  A.  Yes. 

Q.  I  don’t  see  any  15  cent  rate  on  perishables  in  that 
right-hand  column.  A.  It  indicates  a  5,000  pound  mini¬ 
mum  on  fresh  fruits,  vegetables  and  berries.  The  actual 
figure  is  not  indicated  there.  I  believe  if  the  charges  are 
worked  out — I  may  be  wrong  by  one  or  two  cents — but  I 
think  it  will  give  you  some  figure  between  15  and  17  cents 
per  ton  mile.  That  is  on  page  1  of  four  pages  on  TWA’s 
Exhibit  6. 

Q.  Where  ?  Show  it  to  me  on  the  tariff,  and  let  us 

6503  see  the  exact  language  of  the  tariff. 

In  the  first  place,  this  column  shows  almost  20 
cents,  reading  on  the  left-hand  side  for  the  ton  mile.  A. 
The  rate  is  per  hundred  pounds  on  the  left-hand  side,  and 
on  the  right-hand  side  is  the  rate  per  ton  mile  in  cents. 

Q.  That  does  not  show  a  15  cent  rate.  Take  your  tariff 
and  show  me  where  you  can  get  15  cents.  A.  I  do  not  know 
whether  I  can.  Take  the  rate  between,  we  will  say,  Los 
Angeles  and  New  York. 

Q.  Do  perishables  move  from  Los  Angeles  to  New 
York?  A.  We  have  carried  some,  yes. 

Q.  Is  that  where  you  propose  to  carry  perishables?  A. 
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No.  We  carry  perishables  anywhere  they  offer  them,  Mr. 
Craven. 

Q.  Los  Angeles  is  not  a  place  that  produces  perishables, 
is  it?  A.  No.  There  are  other  perishables  that  come  out 
of  Los  Angeles. 

Q.  Is  Los  Angeles  the  place  where  you  have  this  average 
15  cent  rate  ?  Is  that  the  only  one  ?  A.  I  think  you  will  see 
Fresno  there,  and  San  Francisco,  to  New  York.  They  ap¬ 
pear  to  be  common  rate  points  at  $19.50  per  hundred 
pounds. 

Q.  What  exhibit  are  you  reading  from?  A.  I  am  read¬ 
ing  from  the  tariff  itself.  It  is  the  last  one  in  the  group  of 
the  tariffs. 

Q.  Which  exhibit  is  that?  A.  Exhibit  6.  Keep 
6504  turning  there  to  the  last  page  before  Exhibit  No.  7. 

Examiner  Cusick:  It  is  captioned,  “Air  Freight 
Tariff  No.  4.” 

The  Witness:  That  is  right.  “Air  Freight  Tariff  No.  4.” 

By  Mr.  Craven: 

Q.  Is  it  in  the  sheet  that  bears  the  number  in  the  corner 
“CAB  No.  9”?  A.  That  is  right,  on  the  back  side  of  that 
sheet,  at  the  bottom  of  the  page. 

If  you  will  notice  in  the  left-hand  column  at  the  top  going 
across,  Los  Angeles,  Fresno  or  San  Francisco  and  coming 
down  the  line  opposite  New  York,  it  is  $19.50  per  hundred 
pounds,  and  I  do  not  know  whether  I  can  make  any  calcu¬ 
lation  now.  It  is  worked  up  on  a  ton  mile  basis,  and  it  comes 
out  to  15  to  17  cents  a  ton  mile. 

Q.  Mr.  Rockefeller  says  it  figures  to  16  cents.  Did  you 
say  that  this  tariff  took  effect  on  January  1,  1946?  A. 
That  is  right.  I  believe  it  is  indicated  on  the  exhibit  there. 
It  was  issued  May  21,  and  effective  June  21. 
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6505  Recross  Examination 

By  Mr.  Beitel : 

•  •  •  i  • 

Q.  Does  the  tariff  resriction  state  that  it  is  a  tariff  re¬ 
striction  which  states  that  pieces  of  unusual  shape,  weigh¬ 
ing  in  excess  of  200  pounds,  or  28  by  28  by  44  inches  in  size, 
will  be  accepted  only  if  advance  arrangements  have  been 
made?  A.  Yes.  It  does  pertain  to  the  present  tariff. 

•  *  #  *  • 

6513 

•  •  •  •  # 

Charles  P.  Graddick 

•  •  •  •  ♦ 

Direct  Examination 
By  Mr.  Godehn: 

Q.  Mr.  Graddick,  are  you  the  witness  who  will  sponsor 
Exhibits  U-6,  7,  14,  15,  18,  19,  48,  49,  51,  and  52?  A.  Yes. 

Q.  Were  those  exhibits  prepared  under  your  direction? 
A.  They  were. 

Q.  Do  you  believe  them  to  be  accurate?  A.  I  do. 

Q.  Have  they  been  approved  by  the  Civil  Aeronautics 
Board?  A.  They  have. 

Q.  Are  your  qualifications  set  forth  in  Exhibit  U-l?  A. 
They  are. 

Q.  Will  you  please  turn  to  Exhibit  U-6?  A.  Yes,  sir. 
Q.  Referring  to  the  first  four  pages  of  this  exhibit,  en¬ 
titled  “Terminal  Area  Directory  No.  1-A”,  how  does  United 
provide  the  pickup  and  delivery  service  described  on  these 
pages?  A.  Through  contracts  with  the  motor  vehicle  in¬ 
dustry. 

6514  They  are  such  things  as  the  cartage  companies, 
and  organizations  like  that. 

Q.  Were  they  filed  with  the  Civil  Aeronautics  Board? 
A.  They  were. 
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Q.  How  does  the  number  of  cities  shown  on  these  first 
four  pages  compare  with  the  number  of  cities  that  have 
pickup  and  delivery  service  by  Railway  Express  Agency? 
A.  They  are  in  relatively  small  numbers  compared  to  the 
express.  There  are  about  400  on  this  list,  and  Railway 
Express  Agency  has  about  23,000. 

Q.  Is  the  next  portion  of  Exhibit  U-6  entitled,  “Air 
Freight  Tarriff  No.  1”  United’s  basic  freight  tariff?  A. 
It  is. 

Q.  Generally,  what  is  the  range  of  the  freight  rates 
under  this  tariff  ?  A.  Under  this  tariff  and  supplement  to 
this  tariff,  it  ranges  from  about  14  to  26  and  a  half  cents  a 
ton  mile. 

Q.  Does  this  tariff  make  any  distinction  in  kinds  of 
property  offered  for  transportation?  A.  It  does  not, 
other  than  as  to  the  principles  of  classifications.  It  has  no 
classifications. 

Q.  Do  you  have  a  commodity  tariff?  A.  We  do.  It  is 
shown  in  the  exhibit,  with  the  exception  of  some  that  have 
been  filed  subsequently  with  the  Board,  and  I  believe  the 
one  issued  on  June  28  and  effective  August  1  included 
Bellingham,  Long  Beach,  Salinas  and  The  Dalles,  and  the 
perishable  tariff  is  not  in  the  file.  That  was  filed  with  CAB. 

There  was  a  commodity  tariff  issued  on  November 
6515  7,  effective  December  7,  on  commodities  between 
Los  Angeles  and  Portland  and  Los  Angeles  and 
Seattle. 

They  also  have  been  filed  with  the  Civil  Aeronautics 
Board,  and  provide  for  a  500  pound  minimum  rather  than 
5,000  pounds. 

Q.  Was  Exhibit  U-6  filed  with  the  Civil  Aeronautics 
Board?  A.  It  was. 

Q.  Was  any  action  taken  by  the  Board  to  suspend  the 
tariff,  or  any  part  of  it?  A.  No,  sir. 

Q.  Is  Exhibit  U-6  the  first  air  freight  tariff  that  was 
filed  by  United?  A.  For  air  freight;  yes,  sir. 
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Q.  Prior  to  the  filings  of  that  tariff,  did  United  Air 
Lines,  or  its  predecessors,  ever  engage  in  the  business  of 
transporting  planeloads  of  property  by  air?  A.  Yes,  sir. 

Q.  Will  you  tell  us  when  that  started,  and  the  extent 
to  which  that  has  been  carried  on?  A.  United  started 
carrying  planeloads  on  a  charter  basis  in  the  very  early 
days  and  expanded  that  as  time  went  on  and  when  equip¬ 
ment  permitted.  It  was  greatly  accelerated  during  the  war 
period  wThen  we  carried  planeload  after  planeload  for  the 
Army,  in  addition  to  the  contract  service  which  we  were 
maintaining  regularly  for  the  Army. 

Q.  When  did  United  begin  to  furnish  regular 
6516  cargo  service  with  exclusively  cargo  planes?  A. 

The  first  exclusive  cargo  plane  was  in  1943. 

Q.  Can  you  tell  us  the  dates  on  which  you  acquired  ex¬ 
clusive  cargo  planes,  or  the  dates  on  which  they  w’ent  into 
service?  A.  Three  planes,  completely  stripped  for  cargo 
operation,  went  into  service  on  October  16,  1943. 

Q.  What  kind  of  planes  were  they?  A.  They  were  DO¬ 
S’s,  which  had  been  converted  to  cargo.  All  seats  were  re¬ 
moved,  and  fitted  to  handle  heavy  movements  of  cargo. 
Three  additional  planes  were  added  in  the  following  order 
— January  15,  1944;  September  1,  1940;  and  two  were 
added  to  them,  and  then  we  had  in  service  on  December  15, 
1944,  a  total  of  nine  all-cargo  planes. 

Q.  AH  DC-3’s?  A.  They  were  all  DC-3’s. 

Subsequent  to  that  time  we  have  had  two  C-54’s  to  our 
fleet,  and  one  DC-3  has  been  reconverted  to  passenger 
business,  and  we  are  now  operating  a  total  of  eight  DC-3’s, 
and  two  C-54’s,  or  a  total  of  ten  all-cargo  planes,  which 
is  over  11  percent  of  the  fleet  of  planes  which  we  operate. 

Q.  Can  you  tell  us  something  about  the  quantity  of 
service  that  is  being  furnished  by  United  with  these  cargo 
planes?  A.  The  service  which  we  are  furnishing  today 
to  the  public  with  all-cargo  planes,  has  showm  a  constant 
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increase  in  the  type  of  traffic  which  is  best  suited 

6517  for  all-cargo  planes. 

With  reference  to  quantity,  I  would  like  to  know 
just  exactly  what  you  mean.  I  don’t  think  I  quite  under¬ 
stand  the  question. 

Q.  Can  you  give  us  an  indication  of  the  quantity,  stated 
in  terms  of  ships  per  day?  A.  Reviewing  this  service,  we 
had  as  high,  at  one  time,  as  four  round  trips  a  day  between 
Chicago  and  San  Francisco,  and  one  additional  trip  be¬ 
tween  Chicago  and  New  York. 

In  other  words,  three  transcontinentals  and  one  addi¬ 
tional  from  Chicago  to  San  Francisco.  The  necessity  of 
developing  our  entire  route  system  involved  a  change  to 
our  schedule  pattern. 

We  are  now  operating  two  transcontinental  trips  and 
one  trip  between  Los  Angeles  and  Seattle  on  a  daily  basis. 

In  addition  to  that,  if  you  are  going  to  go  into  the 
entire  cargo  picture,  we  have,  of  course,  as  has  been  testi¬ 
fied  by  others,  considerable  space  on  passenger  planes 
which  can  be  used  for  cargo.  We  have  continued  these 
cargo  planes,  notwithstanding  the  fact  that  we  could  have 
discontinued  them  after  the  war  in  so  far  as  mail  and 
express  was  concerned. 

In  other  words,  we  could  have  accommodated  mail  and 
express  on  passenger  planes,  but  in  view  of  our  plans 
of  rapidly  expanding  our  air  freight  service,  we  have  con¬ 
tinued  these  cargo  planes. 

Q.  You  were  employed  by  United,  were  you  not,  some¬ 
time  in  1940?  A.  Yes,  sir. 

6518  Q.  Prior  to  that  time,  had  you  had  charge  of  air 
mail  service  in  the  Post  Office  Department?  A. 

Yes,  sir. 

Q.  Did  you  have  any  conversation  at  the  time  of  your 
employment  with  the  President  of  United  regarding  the 
objects  of  the  company  in  employing  you?  A.  I  did. 
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Q.  And  as  to  what  yonr  duties  were  to  be?  A.  Yes, 
sir. 

Q.  What  was  the  general  nature  of  that  conversation? 
A.  When  I  was  invited  to  join  United  Air  Lines,  Mr.  Pat¬ 
terson  explained  to  me  that  it  was  his  plan  to  rapidly 
expand  the  cargo  service  and  enter  the  broader  freight 
field.  He  reviewed  with  me  facts  relative  to  previous  oper¬ 
ations  of  United  Air  Lines ;  also  of  attempts  of  other  oper¬ 
ators  to  conduct  a  freight  service,  most  of  which  have  been 
failures.  I  believe  that  has  been  testified  to  in  previous 
hearings,  so  there  is  no  need  for  me  to  repeat  it. 

Mr.  Patterson  stated  that  notwithstanding  those  facts, 
his  company  was  getting  the  DC-4,  a  plane  which  was  being 
built  by  Douglas  Aircraft  Company  which,  for  the  first 
time,  showed  a  low  operating  cost  and  that  led  him  to  be¬ 
lieve  that  that  might  develop  the  potentialities  in  the 
broader  cargo  field. 

He  stated  that  he  did  not  expect  to  put  the  DC-4  immedi¬ 
ately  into  cargo  operations,  but  he  rather  thought  it 
6519  was  necessary  that  we  get  further  experience  so  that 
we  could  make  better  plans  and  know  better  what  we 
were  doing,  and  those  plans  were  that  when  the  DC-4  was 
received,  which  he  thought  might  be  in  the  following  spring 
of  1941,  to  strip  the  old  DST,  the  Douglas  Sleeper  Trans¬ 
port,  which  we  were  operating,  and  which  would  be  obso- 
leted  by  the  DC-4. 

We  were  not  able  to  carry  out  that  program,  and  I  be¬ 
lieve  the  exhibit  sponsored  by  Mr.  Currv  may  refer  to 
the  certain  statements  in  the  annual  report  as  to  why  we 
could  not.  It  is  a  well  known  fact  that  the  Lend-Lease 
program,  the  approach  of  the  war  which  was  foreseen,  the 
drafts,  the  activities  to  get  ready  for  the  possible  approv¬ 
ing  war  and  the  fact  that  the  Army  had  put  pressure  on 
Douglas — all  that  contributed  to  the  situation  that  we  had 
to  discontinue  work  on  the  DC-4,  and  subsequently  it  was 
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necessary  for  the  airlines  to  cancel  their  contracts  with 
Douglas  Aircraft  for  these  DC-4’s. 

That  is  the  preliminary  conversation,  plus  some  of  the 
reasons  why  Mr.  Patterson’s  original  plans  could  not  be 
carried  out  and  why  we  could  not,  as  we  intended  to  do, 
put  the  all-cargo  operation  on  these  freight  tariffs  in  effect 
in  1941,  or  certainly  by  1942. 

Q.  Do  your  exhibits  show  the  principal  activities  carried 
on  in  your  Department  for  the  purpose  of  enlarging  cargo 
transportation?  A.  They  brief  it,  Mr.  Godehn.  I  think, 
in  fairness  to  the  company,  I  might  emphasize  a  little  that 
after  an  analysis  of  the  situation,  we  began  to  set  up  the 
cadre  of  an  organization  which,  when  the  time  was 
6520  ripe,  would  allow  us  to  set  up  both  the  sales  and  ser¬ 
vice  organization,  or  to  make  such  changes  in  the 
overall  organization  as  would  let  us  do  the  best  job. 

In  his  wisdom  I  think  Mr.  Patterson,  in  order  that  our 
work  would  be  entirely  unhampered,  and  while  I  was  first 
attached  to  operations  when  I  went  to  the  company,  he 
stated  that  in  connection  with  that  development  work,  I 
should  report  to  him  direct.  With  reference  to  policy 
matters  and  cargo,  I  should  report  to  him,  and  that  gave  us 
a  free  hand  to  pursue  this  work  without  it  being  retarded 
by  anyone  wTho  had  a  feeling  that  the  passenger  business 
might  be  predominant,  although  I  think  that  the  company’s 
passenger  people  in  United  Air  Lines,  back  in  1940,  were 
the  most  cargo-minded  of  any  in  the  industry,  and  they 
were  themselves  planning,  had  not  Mr.  Patterson  been 
interested  in  the  building  up  of  the  cargo  business,  to  go 
ahead  -with  it  themselves,  and  that  was  evidenced  by  what 
they  did  on  express,  the  company  being  the  leading  express 
transporter  at  the  time,  and  also  the  leading  mail  carrier. 

We  brought  into  the  company  from  the  outside  for  the 
sales  development  work  a  man  who  had  been  vice-president 
of  a  large  organization,  vice-president  of  sales,  who  thor¬ 
oughly  knew  the  sales  job. 
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In  order  to  relieve  him  and  the  others,  we  brought  in 
a  man  from  the  Postal  service  to  take  charge  of  the  mail, 
so  that  we  would  not  be  encumbered  in  our  work  by  maiL 

We  brought  in  a  man  from  the  trucking  industry  who 
previously  had  had  eight  years  with  a  forwarding  com¬ 
pany,  to  study  the  problem  of  pickup  and  delivery, 

6521  and  also  of  keeping  in  contact  with  the  motor  vehicle 
industry  and  determining  how  we  could  best  work 

out  the  interchange  of  business  with  them,  and  draw  from 
that  field. 

We  brought  in  a  man  from  the  railroads,  who  had  a 
great  deal  of  experience  with  the  Association  of  American 
Railroads,  and  the  Freight  Container  Bureau,  where  they 
studied  perishable  problems. 

We  had  figured  on  bringing  in  a  man  experienced  in 
perishable  items  who  would,  in  addition  to  this  railroad 
man,  work  on  those  problems.  As  it  turned  out,  that  rail¬ 
road  man  had  been  a  graduate  of  Cornell  University,  and 
had  been  a  former  grower  of  fruits  and  actually  knew  the 
business  better  than  the  man  that  I  was  contemplating 
hiring,  and,  therefore,  I  added  to  his  job  the  development 
of  perishables. 

In  the  operations  of  the  service  phases  of  the  wTork, 
realizing  that  probably  the  best  salesman  for  air  freight 
would  be  your  service,  wTe  began  to  study  the  problems  of 
handling.  We  didn’t  set  up  a  large  group  to  do  that.  We 
did  bring  in  a  man  to  study  the  cargo  procedures  and  to 
work  with  the  engineering  and  research  staff.  They  have 
a  special  section  in  engineering  devoted  to  research,  and 
those  combined  groups,  coupled  with  some  experts  in  the 
work  analysis  section,  devoted  a  great  deal  of  time  study¬ 
ing  the  cargo  handling  problems  and  methods  which  would 
enable  us  to  really  give  the  type  of  service  which  it  would 
be  necessary  to  develop  volume  cargo. 

I  do  not  know  whether  you  want  me  to  go  into  the 

6522  exhibits  relative  to  the  development  of  the  DC-4, 
Mr.  Godehn. 
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Q.  I  suggest  that  we  avoid  repeating  anything  that  is 
in  the  exhibits.  A.  All  right,  sir.  I  will  wait  on  the  plane 
development  until  you  get  to  that  exhibit. 

Q.  When  did  United —  A.  I  wrould  like  to  go  a  little 
further,  Mr.  Godehn,  to  show  fully  what  these  men  did. 

In  addition  to  research  and  planning,  in  the  general 
office  we  began  to  add  a  field  staff  which  by  the  time  the 
freight  tariff  was  in  operation  consisted  of  approximately 
30  men.  I  have  not  the  exact  figures,  but  it  is  between 
27  and  30  stationed  at  strategic  traffic  points  throughout 
our  system. 

We  had  four  exclusive  cargo  men  in  New  York;  two  in 
Boston;  two  in  Newark — I  won’t  try  to  repeat  them  all. 
I  just  wanted  to  show  the  coverage.  We  have  a  man  on 
the  West  Coast  who  had  shown  a  great  deal  of  interest  in 
flowers  and  whom  we  encouraged  to  study  that  special  field. 
We  brought  in  a  man  from  the  Department  of  Agriculture 
and  the  University  of  Southern  California  to  work  with 
shippers  in  determining  when  fruits  could  be  picked,  or 
when  they  could  best  be  transported  by  air  freight  and 
thus  give  a  superior  fruit  to  the  public,  and  also  one  that 
wTould  have  a  higher  vitamin  content,  and  things  of  that 
nature.  That  had  to  be  decided ;  also,  numerous  other  per¬ 
ishable  studies  of  that  nature  were  carried  on. 

I  would  like  to  stress  this  because  I  think  every- 
6523  body  is  getting  the  advantage  of  group  selling.  With 
the  field  men  and  the  men  in  the  general  office  at  that 
time,  we  prepared  slides,  and  these  men  approached  differ¬ 
ent  civic  organizations  and  traffic  clubs  throughout  the 
country  for  a  period  of  several  years  in  a  national  educa¬ 
tion  campaign  on  air  cargo  and  air  freight. 

We  sent  a  couple  of  men  to  the  American  Management 
Association  to  take  advantage  of  schools  up  at  Madison, 
Wisconsin.  We  studied  their  pickup  and  delivery  methods 
in  the  Post  Office  Department.  Some  of  their  cost  work 
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had  been  the  handling  of  the  Postal  trucks  throughout  the 
country.  We  studied  the  problems  of  the  REA  with  refer¬ 
ence  to  pickup  and  delivery,  and  w^e  studied  United  Parcel 
Consolidated  Deliveries  and  other  trucking  companies’ 
work.  We  brought  someone  whom  I  didn’t  mention  in  the 
earlier  groups. 

In  1943  we  brought  in  a  tariff  specialist.  The  passenger 
people  had  a  tariff  group,  and  we  didn’t  think  there  was 
anybody  in  that  group  that  was  qualified  to  develop  air 
freight  tariffs.  This  tariff  specialist  had  previous  exper¬ 
ience  in  business.  He  had  previously  been  with  a  group 
that  made  a  great  deal  of  studies  for  the  Government  on 
rate  problems.  He  was  recommended  by  Dr.  Frederick 
because  I  have  not  been  able  to  get  anybody  from  our 
personnel  department,  and  I  appealed  to  Dr.  Frederick 
and  to  Mr.  Lloyd  Wilson,  and  others  of  our  men. 

When  we  assigned  the  tariff  man  in  1943,  he  developed 
several  tariffs  before  we  actually  filed  one.  In  other 
words,  we  experimented  with  the  best  type  of  tariff  in 
this  interim  so  that  when  we  began  to  inaugurate 
6524  the  service,  we  tried  to  use  the  best  one  we  could. 

Q.  Would  you  turn  to  exhibit  U-34,  Mr.  Grad¬ 
dick  f  A.  Yes,  sir. 

Q.  This  exhibit  is  not  sponsored  by  you,  but  it  shows 
on  page  1  under  column  6  that  the  direct  flying  cost  per 
ton  mile  for  a  DC-3  cargo  liner  is  10.22  cents?  A.  Yes, 
sir. 

Q.  And  for  the  Douglas  C-54,  or  DC-4  cargo  liner,  it 
is  5.07,  and  for  the  Boeing  Stratof reighter  it  is  4.49  cents  ? 
A.  Yes,  sir. 

Q.  In  your  opinion  as  a  cargo  man,  do  those  differences 
in  direct  flying  costs  have  anything  to  do  with  the  question 
of  any  additional  cargo  carriers  being  required  in  this 
company  for  public  convenience  and  necessity?  A.  I  think 
it  was. 
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Mr.  Meyers:  I  don’t  think  that  answers  the  question 
directly.  Could  that  be  a  little  bit  more  specific?  Couldn’t 
we  take  one  broad  generalization  as  to  a  specification  and 
enlarge  it  down  to  one  specific  figure? 

Is  it  the  contention  of  the  witness  that  the  direct  flying 
costs  are  the  only  things  that  should  be  correlated  to  new 
certification? 

Mr.  Godehn:  1  didn’t  apply  that.  I  raised  the  question 
of  whether  the  fact  tiiat  the  direct  flying  costs  of  a  large 
four-engined  plane  is  less  than  half  of  two-engined  equip¬ 
ment.  I  want  to  know  whether  that  fact  has  a  bearing  on 
this  question  of  whether  additional  carriers  are  re- 
6525  quired. 

Mr.  Meyers:  Does  it  only  go  to  the  bearing?  As 
I  heard  the  question,  I  think  it  was  more  broadly  phrased 
than  that.  I  won’t  object  to  it,  but  I  wanted  to  get  an 
understanding  of  it. 

Examiner  Radcliffe:  It  was  my  understanding  that  it 
was  so  limited,  and  the  witness  may  answer. 

The  Witness:  I  think  it  has  a  bearing  in  this  respect, 
Mr.  Godehn:  Not  only  this  exhibit,  but  the  studies  of  our 
engineers  and  others  seem  to  indicate  that  if  we  are  to 
develop  a  plane  of  low  operating  costs,  and  I  think  neces¬ 
sarily  we  will  really  have  to  develop  that  kind  of  plane 
in  this  cargo  field,  it  quite  likely  will  be  a  very  large 
plane. 

Of  course,  there  could  be  a  very  large  cargo  plane  which 
could  be  a  very  large  combination  plane.  As  the  planes 
get  larger,  undoubtedly  there  will  be  more  room  in  them, 
and  will  provide  space  for  cargo  which  cannot  be  satis¬ 
factorily  utilized  for  passengers. 

It  is  even  more  likely,  and  we  have  an  example  right 
now  in  the  problem  of  getting  ready  to  operate  to  Hawaii 
that  we  will  need  a  cargo  load  to  balance  this  large  type 
of  plane.  If  w^e  do  not  develop  this  heavy  freight  field, 
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it  might  result  conceivably  in  the  future  of  having  two 
types  of  planes,  a  cargo  plane  and  a  passenger  plane  which 
will  cost  more  money  to  operate,  and  therefore  you  can¬ 
not  get  the  fullest  volume  of  cargo. 

Q.  Referring  to  exclusive  cargo  planes,  can  these  econo¬ 
mies  which  inhere  in  large  type  equipment,  be  real- 

6526  ized  unless  you  have  a  satisfactory  load  factor  on 
those  planes!  A.  No,  sir;  they  cannot  be  realized 

in  my  opinion,  and  it  will  take  the  fullest  development  of 
this  business  to  support  all  forms  of  traffic  to  get  the  lowest 
cost  for  the  transportation  of  cargo. 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Page: 

Q.  Would  you  please  look  at  your  commodity  rate  tariff 
shown  on  page  13  of  your  air  freight  tariff  No.  2,  part  of 
Exhibit  6!  A.  Yes,  sir. 

Q.  There  is  reference  there  to  fresh  fruits  and  vege¬ 
tables?  A.  Yes,  sir. 

Q.  That  has  been  in  effect,  has  it  not,  Mr.  Graddick, 
since  February  of  1946?  A.  Yes,  sir. 

Q.  Can  you  state  in  general  terms  what  the  experience 
has  been  from  the  time  of  the  publication  of  that  tariff 
as  to  what  traffic  it  has  generated?  A.  I  don’t  know 

6527  exactly.  I  recall  some  figure  like  15  cents  per  route 
mile,  but  I  do  not  know  exactly  what  has  been  gener¬ 
ated  since  then  because  our  plane  situation  has  not  been 
built  up  to  the  extent  that  we  can  aggressively  go  after  all 
of  this  traffic  that  we  want  to  get. 

Q.  It  is  stated  that  this  tariff  applies  to  minimum  rates 
of  5,000  pounds  per  shipment?  A.  Yes,  sir. 

Q.  The  provision  to  which  Mr.  Crary  testified,  and  which 
was  advertised  by  United  on  the  Chicago-Nevr  York  route, 
I  believe,  applied  to  3,000  pounds  over  a  24  hour  period. 
That  does  not  apply  to  this  tariff,  does  it?  A.  No,  sir. 
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Q.  And  the  5,000  pounds  per  shipment  is  intended  to 
mean  a  planeload,  is  it,  Mr.  Graddick!  A.  It  would  not 
be  a  planeload  on  a  C-54,  but  it  would  be  a  substantial 
planeload  on  a  DC-3. 

Q.  It  was  contemplated,  presumably,  that  this  -would 
be  a  DC-3  plane  scheduling?  A.  Not  necessarily.  At  the 
time  the  tariff  was  filed,  that  is  all  we  were  operating.  We 
didn’t  start  with  C-54’s  until  August. 

Q.  These  flights  were  not  scheduled,  w’ere  they?  A.  No, 
sir;  not  necessarily.  It  could  have  been,  but  not  neces¬ 
sarily. 

Q.  Looking  briefly  at  Exhibit  7,  Mr.  Graddick,  the  pro¬ 
posed  consolidated  freight  tariff  agreement —  A.  Yes, 
sir. 

Q.  Did  you  participate,  sir,  in  the  conferences  that 
6528  drafted  the  agreement?  A.  I  did  not;  no  sir. 

Q.  Had  those  agreements  been  approved  prior 
to  the  hearing  of  this  proceeding,  Mr.  Graddick,  would  you 
have  an  opinion,  sir,  as  to  whether  or  not  it  w’ould  have 
clarified  the  position  of  the  intervenors?  A.  In  what  res¬ 
pect? 

Q.  With  respect  to  their  plans  for  consolidated  traffic 
promotion?  A.  I  am  not  trying  to  evade  your  question. 
I  do  not  understand  how  that  would  have  had  any  bearing 
in  here  other  than  just  to  show  the  fact  that  the  airlines 
were  trying  to  get  to  the  public  the  simplest  tariff  and 
make  it  as  easy  as  possible  for  them  to  transport  goods  be¬ 
tween  any  two  points  in  the  country. 

Q.  I  want  to  ask  you  further  concerning  the  proposed 
agreement,  Mr.  Graddick,  referring  to  Exhibits  9  and  10, 
sir. 

Examiner  Cusick:  They  are  not  sponsored  by  this  wit¬ 
ness,  Mr.  Page. 

Mr.  Page :  I  beg  your  pardon. 
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Q.  Would  you  refer  to  Exhibit  14,  Mr.  Graddick?  A. 
Yes,  sir. 

Q.  Referring  to  the  topic  noted  in  connection  with  the 
year  1944  “Development  of  cargo  handling  ground  equip¬ 
ment”,  in  1944,  there  is  noted  “Experimental  and  develop¬ 
mental  work  with  preloaded  containers  with  monorail 
transfer  the  following  equipment  will  be  inaugurated  in 
United’s  DC-6’s.” 

6529  Have  you  acquainted  yourself  with  the  proposed 
design  of  the  Curtiss-Wright  32,  a  freight  plane 
which  was  displayed  by  American  Air  Express  Corpora¬ 
tion  in  the  hearing  of  its  application?  A.  I  have  not  seen 
your  exhibits;  no,  sir. 

Q.  I  might  state,  sir,  as  a  basis  for  a  general  question, 
based  on  your  opinion,  that  one  of  the  features  with  partic¬ 
ular  reference  to  functional  utilization  of  facilities,  was  the 
fact  that  at  one  of  the  tail  or  empennage  bulkheads,  the 
whole  tail  section  has  facilities  in  it  which  are  vertically 
raised,  exposing  the  full  cross-section  opening  of  the  cargo 
cabin. 

In  your  opinion,  would  such  a  full  cross-section  for  load¬ 
ing  be  an  improvement  over  existing  freight  plane  equip¬ 
ment,  or  such  equipment  that  is  now  on  the  drawing  boards 
of  other  manufacturers?  A.  Any  plane  which  has  a 
greater  opening,  where  a  truck  can  back  up  to  it,  can  have 
some  advantage  from  the  standpoint  of  loading  and  un¬ 
loading  over  some  of  the  other  types  where  there  have  been 
compromises.  We  have  studied  and  are  continuing  to 
study  every  possible  use,  and  I  would  like  to  make  clear  in 
so  far  as  this  exhibit  is  concerned,  that  this  device  is  to  be 
used  on  DC-6’s,  and  will  be  used  for  the  smaller  packaging 
business  and  we  are  not  trying  to  indicate  through  that 
that  we  will  try  to  carry  freight  with  that  device. 
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There  is  this  advantage  we  have  in  utilizing  all  this  cargo 
space  on  passenger  planes,  which  I  think  possibly  has  not 
been  made  quite  clear,  and  that  is  one  of  the  things 

6530  which  the  passenger  plane  makes  possible  is  the 
fact  that  we  can  remove  from  the  cargo  liner  all  of 

the  mail  and  all  of  the  smaller  package  business  and  relieve 
them  for  the  heavy,  bulky  material. 

Q.  With  respect,  Mr.  Graddick,  to  the  embodiment  in 
freight  plane  design  of  preloaded  containers  and  monorail 
transfer,  would  that  lend  itself  very  readily  to  such  a 
freight  plane  design  that  provided  a  full  cross-section 
loading  opening?  A.  Let  me  have  that  question  again? 

Q.  The  monorail  and  preloaded  containers  can  be  very 
advantageously  used  in  a  full  cross-section  cabin  opening? 
A.  Oh,  yes. 

Q.  That  is  a  facility  for  loading?  A.  Yes,  sir. 

Q.  Referring  briefly,  sir,  to  your  Exhibit  TJ-21. 

Mr.  Godelm:  That  exhibit  is  not  sponsored  by  this 
witness. 

Mr.  Page:  I  see.  I  am  sorry,  Mr.  Godehn. 

Mr.  Godehn :  All  right. 

By  Mr.  Page : 

Q.  You  sponsor  Exhibit  48,  I  believe,  Mr.  Graddick?  A. 
Yes,  sir. 

Q.  That  relates  to  your  negotiations  with  the  motor 
carriers?  A.  Yes,  sir. 

Q.  And  am  I  correct,  sir,  that  United  now  has  under  con¬ 
templation  two  plans  for  collaboration  with  the 

6531  trucking  companies,  one  is  the  pickup  and  delivery 
from  airport  to  shipper’s  point  on  the  environs  of 

the  certificated  stop,  and  the  other  service  which  is  dis¬ 
cussed  here,  which  I  believe  is  a  new’  industrial  develop¬ 
ment  on  the  part  of  United,  extends  out  as  far  as  150  miles 
in  surrounding  territory  to  generate  by  transshipment 
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freight  for  United;  is  that  correct?  A.  It  shows  the  feasi¬ 
bility  of  just  what  we  have  done  in  the  express  business, 
just  as  in  the  case  of  rail  express,  where  you  coordinate 
rail  and  air  in  the  express  field. 

Undoubtedly  we  will  eventually  find  a  way  to  coordinate 
with  all  common  carriers. 

Q.  Is  United’s  initiative  in  this  respect  an  independent 
plan  of  its  own,  or  does  it  bear  some  relation  to  the  plans  of 
Air  Cargo,  Inc.?  A.  This  plan  for  which  this  exhibit  is 
sponsored,  is  an  independent  action  on  the  part  of  United. 

As  I  told  you,  back  in  1940,  we  brought  in  a  man  whose 
duty  it  was  to  study  not  alone  the  pickup  and  delivery  ser¬ 
vice,  but  also  ways  and  means  of  carrying — of  coordinating 
this  service.  You  understand  that  truckers  in  many  in¬ 
stances  serve  small  towns  not  served  by  the  railroads,  so  it 
is  not  likely  that  those  small  towns  will  ever  get  any  air 
service,  or  have  any  air  feed,  and  the  public  will  be  de¬ 
prived  of  service  if  you  don’t  find  some  way  to  extend  this 
air  facility  to  them  through  the  means  of  truckers. 

Another  thing  that  truckers  offer  over  rail  express 
6532  is  that  in  many  instances  they  have  more  frequency 
into  those  small  towns  in  the  outlying  districts  than 
the  railroads  have.  This  is  simple,  as  far  as  United  is  con¬ 
cerned.  It  is  something  we  started  in  1943.  What  the  an¬ 
swer  is  going  to  be,  I  am  not  in  a  position  to  state. 

Q.  As  you  understand  this  plan,  Mr.  Graddick,  to  what 
extent  will  the  sale  staffs  of  these  45  trucking  companies, 
for  example,  which  sales  staffs  include  salesmen — all  told, 
1,156  people,  become  salesmen  for  United’s  air  freight?  A. 
They  won’t  become  salesmen  for  United’s  air  freight,  other 
than  selling  for  themselves,  and  notifying  their  patrons 
that  through  their  own  service  they  can  take  their  shipment 
into  some  point  where  it  will  connect  with  our  service.  To 
that  extent,  they  will  be  selling  United,  of  course. 

Q.  Will  they  be  supplied  with  United’s  freight  tariffs? 
A.  Undoubtedly. 


2518 


Excerpts  from  Testimony  of  Charles  P.  Graddick 

Q.  I  would  like  to  ask  you,  Mr.  Graddick,  a  question 
about  the  new  trailers  which  are  reported  to  have  been  pur¬ 
chased  by  United  in  the  January  14  issue  of  American 
Aviation  Daily.  It  was  there  stated  that  United  had  bought 
five  Fruehauf  trailers  with  temperature  controls  for  the 
handling  of  perishables  at  key  points,  and  so  forth. 

How  will  the  use  of  that  equipment,  which  I  understand 
will  be  distributed  one  each  to  Chicago,  Detroit,  Newark, 
New  York,  and  San  Francisco,  affect  United’s  plans? 
6533  A.  In  connection  with  our  study  of  perishables’ 
problems,  we  realized  that  one  of  the  big  things  is 
protecting  perishables  in  the  air,  in  the  ground,  and  in 
transit.  It  is  an  overall  problem,  and  still  has  not  been 
solved. 

We  are  trying  it  as  a  big  field  for  all  of  us.  The  imme¬ 
diate  problem  which  we  have,  and  have  been  working  on, 
was  handling  on  the  ground  after  the  development  of  two 
C-54’s  which  incorporated  certain  new  features  that  pro¬ 
tected  them  in  the  air. 

Incidentally,  I  would  like  to  say,  with  reference  to  those 
C-54’s,  that  they  are  the  last  word  in  cargo  planes  today, 
in  so  far  as  commercial  operations  are  concerned.  There 
is  no  need  to  protect  them  in  the  air  with  those  C-54’s  with¬ 
out  having  something  to  put  them  in  on  the  ground  when 
you  get  into  Chicago,  unless  it  is  nearly  zero  or  a  cold 
winter  night,  so  the  Fruehauf  trailers,  which  have  a  little 
auxiliary  engine,  and  which  are  thoroughly  insulated,  can 
be  backed  up  to  the  cargo  planes,  and  you  can  unload  right 
into  the  trailer,  and  they  can  be  held  in  this  trailer  until 
pickup  and  delivery  service  will  take  them  to  the  city  for 
distribution. 

If  was  not  always  possible  before  to  arrange  for  in¬ 
sulated  trucks  to  come  out  to  the  field. 

Does  that  answer  your  question,  sir? 

Q.  That  answers  it,  sir.  A.  I  might  add  that  we  are  also 
buying  a  number  of  fixed  units  at  places  where  we  won’t 


2519 


Excerpts  from  Testimony  of  Charles  P.  Graddick 

have  so  much  traffic,  where  they  will  have  a  small 

6534  insulated  house,  purchsed  from  some  Army  and 

Navy  surplus,  that  was  available.  That  was  not  men¬ 
tioned  in  that  release. 

Q.  This  purchase  of  five  trucks  was  a  trial  purchase,  was 
it  not?  A.  That  $5,000  each  is  not  a  trial  period.  It  is  our 
faith  that  we  are  going  to  develop  a  great  deal  of  this  per¬ 
ishable  business. 

Q.  What  I  was  getting  at  was  that  if  a  considerable  and 
additional  number  of  these  trailers  with  refrigeration  con¬ 
trols,  as  you  describe  them,  are  purchased  and  employed  by 
United,  will  that  compete  with  some  of  the  trucking  arrange¬ 
ments  to  which  your  exhibits  refer?  A.  We  are  not  using 
those  for  trucks.  I  do  not  say  that  we  would  not,  in  an 
emergency,  do  it,  but  it  is  primarily  to  protect  them  on  the 
field  and  in  transfer.  We  might  take  them  over  to  another 
carrier  if  there  was  some  to  be  transferred,  and  as  we  go 
along  in  this  business,  undoubtedly  we  will  have  to  have 
refrigeration  in  warehouses  at  the  airports. 

We  might  take  them  there.  This  is  not  a  part  of  pickup 
and  delivery  service,  if  that  is  what  you  are  driving  at. 

Q.  One  more  question,  Mr.  Graddick.  In  the  “American 
Aviation  Daily”  issued  on  January  17,  Mr.  Patterson 
stated  that  passenger  break  even  load  factor  is  now  80  per¬ 
cent  compared  to  65  percent  in  prewar.  I  simply  state  that 
to  refer  you  to  the  publication.  A.  Yes,  sir. 

Q.  Has  there  been  computed  a  freight  break  even 

6535  load  factor  with  respect  to  your  cargo  liners?  A. 

I  believe  our  economic  and  research  departments  in 

their  study  now  in  preparation  of  rates,  are  of  the  opinion 
that  it  is  not  always  a  controlling  factor  because  there  are 
so  many  things  that  enter  into  it,  but  I  think  perhaps  we 
have  some  figures  on  it,  but  I  am  not  prepared  to  testify. 
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6547 

•  •  *  •  # 

Cross  Examination 
By  Mr.  Zapple: 

Qi  Mr.  Graddick,  in  your  opinion  what  effect,  if  any, 
have  the  non-certificated  all-cargo  carriers  during  the  past 
six  to  eight  months  had  upon  the  lowering  of  freight  rates, 
frequency  of  service,  and  development  of  air  freight? 
A.  Couldn’t  we  take  it  point  by  point? 

Q.  Yes.  What  effect  did  the  lowering  of  freight  rates, 
by  the  non-certificated  all-cargo  carriers  have,  if  any? 

Mr.  Reilly:  Are  you  referring  to  the  lowering  of  rates 
by  the  certificated  carriers  or  non-certificated  operators? 

Mr.  Zapple:  Both. 

6548  Examiner  Cusick :  Industry-wide,  I  believe  he 
means. 

Mr.  Zapple :  That  is  right. 

The  Witness:  Other  than  long  range  planning,  I  am 
wondering  what  your  program,  so  far  as  equipment,  might 
be  for  the  future,  whether  you  should  go  to  the  expense  of 
buying  a  fleet  of  new  cargo  planes?  It  has  not  affected 
United’s  program.  United’s  program  has,  since  1940,  been 
to — 

Examiner  Cusick :  I  don’t  think  that  is  quite  responsive 
to  the  question,  Mr.  Graddick. 

Public  counsel  was  interrogating  you  on  the  rates 
throughout  the  country.  What  effect  the  past  competition, 
and  during  the  past  eight  months,  that  is,  has  it  had,  in 
your  opinion  upon  the  freight  rates  of  the  country? 

The  Witness:  The  competition  on  the  freight  rates? 

Examiner  Cusick:  That  is  right.  The  competition  that 
existed  in  the  last  eight  to  ten  months. 

The  Witness :  That  is  with  reference  not  only  to  United’s 
rates,  but  to — 
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Mr.  Zapple:  Industry  as  a  whole. 

The  Witness:  I  don’t  believe  the  schedule  industry  rates 
have  been  affected  by  the  non-scheduled  rates.  I  don’t  be¬ 
lieve  anybody  has  met  them. 

I  can  tell  you  better  by  ours,  because  ours  have  not  been 
changed. 

We  worked  our  rates  up  over  the  course  of  a  couple  of 
years  of  careful  study  and  the  non-scheduled  rates  didn’t 
affect  ours.  I  can’t  be  sure  of  all  the  industry. 

By  Mr.  Zapple: 

Q.  The  next  portion  of  my  question  was  with 
6549  reference  to  the  frequency  of  service;  what  effect 
this  competition  had  on  the  frequency  of  service. 
A.  Including  their  own? 

Q.  Yes.  A.  Of  course  as  they  put  on  schedules,  and 
offered  service,  it  undoubtedly  offered  more  frequency  to 
the  public.  That  would  be  mathematical. 

Q.  What  effect  did  the  competition  have  on  the  develop¬ 
ment  of  air  freight?  A.  The  immediate  development  or 
the  long  range  development? 

Q.  During  the  past  six  to  eight  months.  A.  It  has  un¬ 
doubtedly  affected  the  volume  of  cargo  that  has  been  car¬ 
ried  because  they  were  in  a  position  to  carry  it,  whereas 
all  of  us  didn’t  have  the  equipment  at  this  time  to  do  it. 

Q.  Do  you  have  an  opinion  as  to  the  amount  of  air 
freight  potential  that  can  be  developed  over  the  routes 
served  by  United?  A.  I  have  an  opinion,  yes,  sir. 

Q.  What  is  it?  A.  My  opinion  there  is  a  good  potential 
of  air  freight  on  the  United  Air  Lines’  route  system,  that 
such  potential  is  not  so  great  that  it  will  be  able  to  stand 
the  competition  with  which  we  are  being  faced  in  this  case, 
or  any  part  of  it,  if  we  are  to  make  the  fullest  development. 

The  full  development  of  cargo,  air  cargo,  will  necessi¬ 
tate  two  things :  Lowering  the  rates  to  the  utmost  in  order 
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that  the  public  can  pay  for  it,  and  secondly,  regu- 
G550  larity  of  service. 

United  Air  Lines,  recognizing  this  last  necessity 
has,  through  the  several  years,  done  everything  possible  in 
our  own  engineering  department,  in  our  own  radio  labora¬ 
tory,  in  our  work  now,  with  the  Army  and  Navy,  and  the 
Arcadia  project  to  disperse  fog  through  our  efforts  with 
the  Sperry  people  and  we  are  equipping  our  planes  for 
regularity  of  landing,  and  I  feel  that  until  we  do  have  that 
regularity  of  service  we  can’t  estimate  correctly  what  the 
potential  will  be. 

Nobody  is  going  to,  for  instance,  change  his  distribution 
methods — some  people  will  try  some  of  these  things  un¬ 
doubtedly,  but  if  I  may  qualify  it  to  that  extent. 

But  firms  like  Sears,  Roebuck,  and  a  lot  of  people  we 
have  talked  with,  tractor  manufacturers,  automobile  manu¬ 
facturers,  are  not  going  to  discontinue  warehouses  until 
they  can  be  assured  of  the  regularity  of  service  to  give 
their  customers — to  supply  that  customer’s  wants. 

For  instance,  I  know  of  one  particular  firm — two,  as  a 
matter  of  fact,  there  is  somewhat  an  analogy  between 
them.  One  has  a  plant  in  the  middle  west  and  serves  some 
eastern  points  and  another  has  a  plant  in  Illinois,  and  has 
distributors  in  California. 

And  the  California  distributor  who  supplies  most  of  the 
orchardists  in  California  with  certain  machine  parts,  has 
told  us  that  he  can  reduce  his  inventory  several  hundred 
thousand  dollars,  and  maybe  eliminate  it  altogether  if  we 
can  give  him  regularity  of  service. 

But  he  cannot  afford  to  discontinue  his  service 
6551  until  he  can  be  assured  that  we  can  rush  the  crank 
shaft  or  whatever  is  necessary  to  the  people  at  the 
time  they  need  it. 

All  of  us,  and  certainly  United  Air  Lines,  I  think,  is 
doing  its  part  to  whip  this  regularity  of  service. 

Q„  Would  you  relate  for  the  record  the  estimate  of  air 
freight  potential  in  pounds  or  tons?  A.  No,  sir. 
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Examiner  Cusick:  That  exists  over  the  routes  of  United? 

Mr.  Zapple:  That  exists  over  the  routes  of  United. 

The  Witness:  No,  sir.  There  have  been  studies  after 
studies  on  these  potentials.  There  are  conflicts  which  only 
can  be  settled  by  having  knowledge  of — full  knowledge  of 
time  and  circumstances  that  would  enable  you  to  make 
accurate  guesses. 

We  are  making  for  our  own  purposes  the  guesses  which 
we  think  are  right.  We  align  some  elasticity  to  move  either 
wTay. 

We  are  hoping  that  some  of  these  things  will  be  resolved 
before  all  our  equipment  is  utilized,  or  that  there  may  be 
some  other  type  of  plane  that  will  even  improve  the  po¬ 
tential,  because  each  lowering  of  rate  increases  the  po¬ 
tential. 

But  you  can’t,  for  instance,  determine  the  perishable 
potential  correctly  until  you  are  sure  what  the  deep-freeze 
people  are  going  to  do,  and  the  public  acceptance  of  the 
deep-freeze.  So  a  lot  of  these  things  are  big  guesses  that 
require  very  careful  planning,  and  we  are  guessing,  but 
we  prefer  to  keep  that  information  within  the  com- 
6552  pany.  We  hope  we  guess  better  than  the  other 
fellow. 

By  Mr.  Zapple: 

Q.  Would  you  care  to  relate  for  the  record  the  basis 
United  used  for  making  its  plan  for  future  fleet  cargo 
capacity?  A.  As  I  stated  previously,  we  have  had  quite 
a  number — in  this  country  we  have  had  quite  a  number  of 
surveys.  United  has  had  certain  specific  studies  made  and 
it  is  from  those  figures  that  we  have  estimated  our  po¬ 
tentials.  But  I  don’t  believe  that  I  can  furnish  the  figure, 
and  I  am  not  sure  that  we  would  want  to  put  it  in  the  rec¬ 
ord,  if  I  could. 


2524 


Excerpts  from  Testimony  of  Andrew  deVoursney 

Andrew  deVoursney 

i  i  i  •  • 


6553 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Godehn: 

Q.  Will  you  give  your  name  to  the  Reporter,  please?  A. 
Andrew  deVoursney. 

Mr.  Godehn:  Mr.  deVoursney  will  cover  the  remaining 
United  exhibits,  namely,  1  to  5,  inclusive,  8  to  10,  inclusive, 
21  to  41,  inclusive,  and  53. 

By  Mr.  Godehn: 

Q.  Were  all  of  the  United  exhibits  prepared  under  your 
general  direction,  Mr.  deVoursney?  A.  Yes,  they  were. 

Q.  Do  you  believe  them  to  be  accurate?  A.  I  do,  with 
certain  minor  corrections  which  I  will  correct  as  1  go 
along. 

Q.  Y’our  qualifications  are  set  forth  in  Exhibit  U  1,  are 
they  not?  A.  Yes. 

Q.  Do  you  have  any  comments  or  corrections  regarding 
Exhibits  2,  3,  and  4?  A.  Yes.  Certain  decisions  by  the  Civil 
Aeronautics  Board  since  these  exhibits  were  prepared 
have  made  some  changes  in  them. 

In  Exhibit  U  2,  of  course,  the  map  should  be  corrected 
to  show  that  United  now  serves  Milwaukee  and  Cedar 
Rapids  on  its  route  1. 

Exhibit  U  3,  a  statement  of  United’s  certificates,  should 
reflect  the  consolidation  of  United’s  routes  1,  62,  and  66  as 
well  as  the  addition  to  those  routes  of  Milwaukee 

6554  and  Cedar  Rapids. 

Exhibit  U  4,  which  is  the  income  statement  and 
the  balance  sheet,  as  of  the  year  ended  December  31,  1945 
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for  the  income  statement,  and  at  December  31,  1945,  for 
the  balance  sheet,  should  be  brought  up  to  date. 

I  might  say  that  as  to  page  1  of  Exhibit  U  4  the  net  in¬ 
come  for  11  months  ended  November  30,  1946,  for  United 
Air  Lines,  is  $1,774,986.  That  is  the  corresponding  amount 
as  shown  in  line  20. 

Q.  Will  you  refer  to  Exhibit  U  5?  A.  Yes.  Exhibit  U  5, 
United’s  schedules  in  effect  August  1,  1946,  might  be 
brought  up  to  date  insofar  as  the  operation  of  the  Cargo- 
liners  is  concerned.  Since  this  date  United  had  added  DC-4 
Cargoliner  schedules,  flight  27,  Chicago-San  Francisco,  and 
flight  6,  San  Francisco-Chicago. 

We  have  also  added  other  Cargoliner  schedules  in 
DC-3’s.  We  now  have  four  New  York  Chicago  round  trips 
in  Cargoliners,  two  Chicago-San  Francisco  round  trips,  in¬ 
cluding  the  DC-4  schedule,  and  one  Seattle-Los  Angeles 
round  trip  on  route  11. 

Q.  Is  any  supplemental  information  required  on  Exhibit 
U  8?  A.  The  map,  as  of  June  30, 1946,  could  and  probably 
should  be  revised,  brought  up  to  date  insofar  as  the  Board 
decisions  in  the  North  Central  case,  and  in  the  Texas- 
Oklahoma  case,  and  in  other  cases  extend  the  network 
which  can  be  reached  through  the  services  of  certificated 
carriers. 

Q.  Will  you  please  explain  the  Exhibit  U  21?  A.  Ex¬ 
hibit  U  21  shows  the  cargo  ton  mile  capacity  on  an 
6555  annual  basis  of  the  fleet  which  United  could  have 
in  service  in  the  summer  of  1948,  if  present  delivery 
schedules  can  be  met.  It  is  not  a  picture  of  what  we  neces¬ 
sarily  expect  to  have. 

For  instance,  the  figures  shown  in  lines  1  and  2,  as  in 
column  2,  the  Douglas  DC-3  Cargoliner  and  Douglas  DC-4 
Cargoliner,  31  of  the  former  and  21  of  the  DC-4,  are  not 
the  actual  fleet  but  represent  aircraft  which  United  will 
have  and  can  convert  for  Cargoliner  service. 
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The  actual  number  converted  will,  of  course,  depend  upon 
the  market  available  at  that  time,  and  upon  the  traffic 
which  we  believe  can  be  developed. 

The  aircraft  shown  in  column  2  under  “passenger  air¬ 
craft”  exclude  those  not  used  within  the  continental  United 
States,  and  also  exclude  those  which  are  set  aside  for  over 
haul  reserves.  They  also  exclude  certain  aircraft  which 
have  been  assigned  on  a  tentative  basis  to  Lamsa. 

The  capacity,  of  course,  shown  here,  as  it  relates  to 
United’s  route,  should  be  supplemented  to  reflect  the  capa¬ 
city  of  the  aircraft  which  will  be  operated  on  competitive 
segments  by  such  carriers  as  American  and  TWA  and 
PCA  between  New  York  and  Chicago,  and  American  and 
TWA  New  York-Los  Angeles,  Philadelphia-Los  Angeles, 
and  Washington-Los  Angeles,  and,  of  course,  by  TWA 
New’  York-San  Francisco,  Chicago-San  Francisco,  and 
Washington-San  Francisco,  as  well  as  those  services  by 
Northwest  Airlines  to  the  Pacific  northwest  from  both  New 
York  and  Chicago. 

Q.  Are  any  comments  required  regarding  Exhibit  U  22  i ? 
A.  Yes.  Here  again  I  would  like  to  say  that  you 
6556  can’t  add,  for  instance,  columns  2  and  6  and  come  out 
with  any  answer  which  represents  a  total  of  wThat 
United  Air  Lines  will  have  in  service  after  the  delivery  of 
the  equipment  shown  here. 

Q.  Didn’t  you  mean  2  and  5,  instead  of  6?  A.  I  am 
referring  to  the  ton  mile  capacity.  2  and  5,  or  3  and  6 
would  be  the  corresponding  columns. 

Q.  Right.  A.  An  adjustment  should  be  made  to  show 
the  retirement  or  the  conversion  to  cargo  of  the  current 
fleet.  Some  of  those  planes  are  going  to  be  retired  and,  of 
course,  some  are  going  to  be  converted.  The  exact  amount 
depends  upon  the  markets  as  it  develops. 

I  would  like  to  point  out  that  there  have  been  certain 
cut-backs  in  some  of  these  orders  since  the  time  that  wTe 
accumulated  these  data,  and  I  would  also  like  to  point  out 
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that  for  TWA,  for  instance,  as  shown  in  line  13,  their  order 
of  24  is  low  in  that  it  doesn’t  reflect  what  I  understand  is  a 
contemplated  two-motor  ordinary  order  of  Martin  303’s, 
which  would  serve  to  increase  the  order. 

Q.  Have  you  any  corrections  or  additions  on  Exhibit 
23?  A.  Yes.  On  page  1  of  U  23,  at  the  bottom  in  that 
table,  in  the  griddle  column,  we  show  “assumed  actual  pas¬ 
senger  load  factor.”  That  word  “assumed”  should  be  taken 
out.  It  is  improperly  used.  It  is  the  actual  passenger  load 
factor. 

Mr.  Craven:  Where  is  that?  In  the  small  type  right 
under  the  main  caption? 

6557  The  Witness :  Yes,  where  it  says  “available  cargo 
ton  miles  not  used,”  “assumed  actual  passenger  load 
factor”  should  be  corrected  to  read  “actual  passenger  load 
factor.” 

By  Mr.  Godehn: 

Q.  This  exhibit  is  based  on  weight,  is  it  not?  A.  Yes,  it 
is. 

I  might  point  out,  Mr.  Examiner,  that  this  exhibit  indi¬ 
cates  the  unused  space  in  total.  It  doesn’t  relate  to  any  par¬ 
ticular  route  or  any  particular  day  or  trip.  And  a  sub¬ 
stantial  part  of  this  unused  space  can,  I  think,  be  explained 
by  the  multiple  trips  operated  on  routes  of  high  passenger 
density  with  heavy  competition. 

For  instance,  I  think  in  other  exhibits  we  show  117  sched¬ 
ules  daily  between  Chicago  and  New  York,  and  this,  of 
course,  reflects  the  capacity  carried  on  those  routes. 

Q.  Would  you  turn  to  Exhibit  U  25?  A.  I  would  like 
to  comment  briefly  on  U  24,  Mr.  Godehn,  if  I  might. 

Q.  Very  well.  A.  This  exhibit  reflects  the  load  factors 
for  the  domestic  certificated  airlines  comparing  the  first 
seven  months  of  1945  with  the  corresponding  months  in 
1946.  The  exhibit  doesn’t  really  tell  the  whole  story  unless 
it  is  brought  up  to  date. 
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For  example,  in  November,  if  we  add  the  month  of  No¬ 
vember,  Colonial  Airlines,  for  example,  drops  to  a  load 
factor  of  57.1  percent,  a  decline  of  29  points  since  the 
corresponding  month  of  1945. 

Northwest  drops  to  63.7,  a  decline  of  22.2. 

6558  TWA  drops  to  60.1,  a  decline  of  27  points. 

And  United,  on  the  basis  of  the  latest  load  factors 
available  to  me,  January  1  to  15,  has  a  system  load  factor 
of  70.3  percent.  Since  that  time  the  load  factor  has  further 
declined. 

Exhibit  25, 1  would  like  to  bring  that  up  to  date  by  saying 
that  for  the  ten  months  through  October,  the  revenue  pas¬ 
senger  miles  for  the  domestic  carriers  were  4,938,826,000, 
and  the — now,  that  is — and  the  load  factor  76.7.  For  the 
month  of  November,  of  course,  that  load  factor  did  still 
further  decline. 

Q.  Will  you  consider  27,  28,  29  and  30,  as  a  group  ?  A. 
These  exhibits  are  intended  to  show  the  coverage  of  the 
country  afforded  by  the  present  network  of  the  certificated 
carriers.  And  here  again  they  should  be — changes  should 
be  made  to  reflect  the  decisions  of  the  Board  since  the 
time  that  this  exhibit  was  prepared. 

For  example,  in  U  30,  page  3,  both  Minneapolis  and  Mil¬ 
waukee  now  have  a  direct  service  to  Los  Angeles,  and  the 
exhibit  should  be  corrected  to  that  extent. 

The  percentage,  correspondingly,  will  be  increased. 

For  example,  on  page  1  of  U  28,  the  Board’s  decision  is 
out  in  both  the  Texas-Oklahoma,  and  North  Central  cases, 
adding  something  over  2,000,000  population  to  the  totals 
shown  on  U  27. 

Q.  Will  you  turn  to  Exhibit  U  34?  A.  Yes,  I  have  that, 
Mr.  Godehn. 

Q.  Mr.  Beitel  asked  Mr.  Graddick  why  the  Martin  202,. 
shown  on  page  2  of  Exhibit  U  34,  was  not  included  on' 

6559  page  1  of  that  exhibit.  Can  you  answer  that  ques¬ 
tion?  A.  Yes.  I  believe  the  post  war  aircraft  shown 
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here  are  all-cargo  aircraft,  that  is  the  Cargoliner,  the  PaGr 
ket,  Airfreighter,  Cargofreighter  and  the  Stratofreighter, 
and  there  is  no,  to  my  knowledge,  corresponding  versions 
of  the  202  or  the  303  as  yet. 

Q.  Can  you  bring  Exhibit  38  up  to  date?  A.  Yes.  I 
would  like  to  go  back  to,  and  as  to  U  34,  to  add  that  United’s 
current  utilization  as  of  November  1946  was  10  hours  14 
minutes,  and  that  our  estimate  for  the  year  1947  was  pro¬ 
jected  to  an  average  of  about  9  hours. 

U  38,  bringing  that  exhibit  up  to  date,  if  we  add  the  ten 
months  figures,  for  1946,  the  totals  change  as  follows :  Line 
12  would  become,  on  a  ten  months  basis,  30,218,977  ton 
miles,  and  the  mail  ton  miles  become  27,234,713.  I  haven’t 
calculated  the  percent  increase,  but  they  are  quite  ap¬ 
parent. 

I  would  like  in  this  connection  to  insert  here,  for  the 
record,  the  decline  in  the  United’s  mail  revenues  in  this 
year. 

For  example,  in  January  of  1946,  United  received  mail 
revenue  of  $566,000,  which  had  declined  to  $335,000  in  the 
month  of  November,  notwithstanding  the  decrease  in  the 
mail  postage  rate  to  5  cents. 

Q.  Have  you  any  comments  regarding  Exhibit  U  41?  A. 
Yes.  Exhibit  U  41  should  be  considered  in  connection  with 
Exhibit  U  53.  Both  of  these  exhibits  go  to  the  question  of 
competition,  which  now  exists  on  United’s  system. 
6560  Since  1938  the  Civil  Aeronautics  Board  has  added 
some  55,000  route  miles  to  the  domestic  pattern. 
It  is  obvious  that  in  the  course  of  this  addition  many  com¬ 
petitive  routes  have  been  created. 

In  the  course  of  this  expansion,  United’s  system  has,  I 
believe,  become  highly  competitive  with  many  paralleling 
services.  And,  of  course,  to  these  paralleling  services  we 
should  add  the  rail  and  other  surface  competition  which  we 
have  in  great  abundance. 
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I  would  like  to  talk  about  U  53  first.  That  exhibit  shows 
the  competition  between  the  pairs  of  stations  served  by 
United  has  almost  doubled  since  1938,  as  measured  by  the 
potential  traffic  on  those  routes.  This  exhibit  takes  the 
September  1940  traffic  between  the  pairs  of  stations  served 
by  United  and  breaks  it  down  as  to  competitive  and  non¬ 
competitive  segments. 

Now,  of  course,  that  isn’t  the  whole  story  because  we  do 
have  multiple  competition  on  certain  of  those  segments. 

And  while  the  percentage  of  the  traffic  potential  available 
to  us  on  the  non-competitive  segments  has  declined  from 
53  percent  in  1938  to  19  percent  as  of  November  1946,  the 
potential  competitive  by  three  carriers  with  United  has  in¬ 
creased  from  less  than  1  percent  to  26  percent. 

In  other  words,  for  26  percent  of  our  total  we  now  have 
to  get  out  and  fight  it  out  with  at  least  three  other  carriers. 

81  percent  of  United’s  potential  is  competitive  as  of  this 
time. 

Exhibit  U  41  approaches  the  problem  on  a  little 
6561  different  basis.  That  is  on  the  basis  of  the  traffic 
which  United  was  actually  able  to  get  in  September 
1940.  And  it  show's  the  increase  in  competition  for  that 
traffic,  for  the  period  January  1940  to  September  1946. 
And  by  this  measure,  too,  competition  over  United’s  system 
has  more  than  doubled. 

For  example,  by  Civil  Aeronautics  Board  action,  we  have 
received  new  competition  from  New  York-Seattle,  New 
York-Portland,  New  York-Spokane,  Chicago-Cleveland, 
Chicago-Akron,  San  Francisco-Los  Angeles,  and  many 
others,  as  well  as,  of  course,  the  action  through  route  con¬ 
solidation  giving  TWA  San  Francisco-New  York  service, 
and  pending  the  San  Francisco-Chicago  non-stop. 

I  might  say  in  summary  that  United  believes  that  these 
existing  duplicating  services  provide  United  with  a  very 
ample  competitive  spur. 

•  •  •  •  • 
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6570 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Morris : 

Q.  Mr.  deVoursney,  your  Exhibit  U  23,  summarizing 
unused  cargo  capacity  for  a  certain  period,  included  the 
Sunday  operations  of  the  carriers,  did  it  not?  A.  Yes.  I 
think  that  is  a  very  good  point.  I  might  say  that  on  the 
basis  of  a  five  day  operation,  the  westbound  load  factors  on 
these  trips  in  the  period  over  the  first  half  of  November  are 
approximately  70  percent.  And  the  eastbound,  I  don’t  re¬ 
call  that.  The  overall  is  approximately  53  percent. 

Q.  I  am  querying  you  if  your  unused  ton  miles  of  cargo 
capacity  were  flown  on  Sundays?  A.  Yes,  they  do  as  to 
the  cargo  and  other  aircraft. 

6571  Q.  And  the  same  thing  would  be  true  of  your  cal¬ 
culations  on  U-21,  the  last  column  to  the  right  of 

U-21?  A.  Yes,  certain  of  that  fleet  ton  mile  capacity  would 

be  operated  on  Saturdays  and  Sundays. 

•  •  •  •  i 

6573 

•  •  *  •  • 

Q.  Now,  I  understood  you  would  be  able  to  give  us  the 
load  factor  of  the  plane  utilization  on  your  cargo  opera¬ 
tions  ?  A.  I  have  some  figures.  I  will  see  if  they  are  satis¬ 
factory. 

Q.  All  right.  A.  If  you  will  tell  me  what  you  wanted — 
Q.  I  would  like  to  have  it  for  the  whole  year  1946  or  such 
parts  of  it  as  you  have.  A.This  is  for  the  Cargoliners? 

Q.  Yes.  Just  the  Cargoliners.  A.  Well,  the  Cargoliner, 
230’s,  that  is  the  DC-4’s,  were  only  operated  for  a  period  of 
tw’o  months,  October  and  November.  For  November  the 
utilization  was  eight  hours  and  four  minutes  daily.  For 
October,  eight  hours,  six  minutes. 

The  Cargoliner  DC-3’s,  the  November  utilization,  nine 
hours  18  minutes  daily.  The  11  months  for  the  year, 
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through  November,  seven  hours  54  minutes.  That  is  on  an 
on-and-off  basis,  and  it  does  include  certain  charter  trips. 

Q.  Now,  do  you  have  the  load  factors  on  the  strictly 
cargo  flights?  A.  Yes,  I  do. 

Cargoliner  load  factors  in  November  1946,  44  percent; 
for  the  11  months  of  the  year  through  November  30,  39  per¬ 
cent.  As  I  just  explained  to  you  a  few  moments  ago,  if  you 
do  it  on  a  five  day  basis,  the  westbound  load  factors 
6574  are  the  58  percent  and  the  overall  53  percent  for  the 
first  15  days  of  November,  which  I  think  is 
representative. 

•  •  •  •  • 

Q.  Which  is  the  actual  operations  figure,  the  seven-day 
or  the  five-day?  A.  Now,  which  are  you  talking  about? 

Q.  I  am  asking  you.  You  gave  us  two,  the  seven-day 
basis  and  the  five-day.  Which  is  the  actual  one  and  reflects 
it?  A.  I  gave  you  all  the  utilization  basis  on  the  seven- 
day. 

Q.  Which  is  actual?  A.  Yes,  I  gave  you  the  load  factor 
on  both  bases. 

Q.  The  seven  days  again  being  the  actual?  A.  Yes,  and 
the  five  days  are  actual,  also,  for  the  five-day  period. 

Examiner  RadclifFe :  Just  to  clear  this  up,  you  do  fly  the 
all-cargo  planes  on  the  sixth  and  seventh  days,  though? 

The  Witness :  That  is  correct.  But  I  think  as  Mr.  Morris 
indicated  in  an  earlier  question,  there  is  some  pertinency  to 
the  five-day  figure. 

By  Mr.  Morris  : 

Q.  That  is  particularly  true  with  the  mixed  plane  or  the 
passenger  flying  plane  that  you  fly  on  Sundays  or  Satur¬ 
days  whether  it  flies  any  cargo  or  not?  A.  That  is  right. 
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6581 

•  *  •  *  # 

Cross  Examination 
By  Mr.  Zapple : 

Q.  One  question:  I  refer  you  to  your  exhibit  U-23,  pages 
3  and  4.  I  notice  for  the  month  of  January  the  available 
cargo  ton  miles  not  used  amounted  to  approximately 
2,581,819  ton  miles  ?  A.  That  is  right.  That  is  actual  load 
factor. 

Q.  And  that  February  is  approximately  the  same,  in 
March  there  was  an  increase,  in  April  of  1946  there  was  an 
increase,  in  May  of  1946  there  was  an  increase,  and  in  June 
of  1946  there  was  an  increase,  of  the  available  cargo  ton 
miles  not  used. 

In  your  analysis  of  the  available  cargo  ton  miles  not  used, 
did  you  endeavor  to  ascertain  the  reason  for  such  a  large 
amount  of  available  cargo  ton  miles  that  was  not  used?  A. 
The  reason  is  the  addition  of  the  DC-4  to  United’s  fleet. 

Q.  Would  you  say  that  the  change  of  the  schedules  of  the 
various  planes  would  have  had  any  effect  on  the  cutting  or 
reducing  of  the  amount  of  available  cargo  ton  miles  not 
used?  A.  I  am  not  sure  that  I  understand  the  question. 
Flying  more  trips,  of  course,  increases  the  amount. 

6582  Q.  No.  Had  any  attempt  been  made,  so  far  as  you 
know,  to  adjust  your  schedules  to  meet  the  needs  of 

the  shipper?  A.  I  think  that  in  doing  its  scheduling 
United  tries  to  serve  all  of  the  classes  of  traffic  which  it 
carries.  At  this  time,  when  we  were  putting  the  DC-4’s  into 
service,  there  were  high  load  factors,  large  amounts  of  pas¬ 
senger  volume  being  carrier,  and  we  tried  to  turn  these 
ships  around  just  as  fast  as  we  could  to  get  just  as  much 
utilization  out  of  them  as  possible  for  all  kinds  of  traffic, 
freight,  express,  and  mail 

We  operated  many  trips  at  times  of  day  suitable  for 
cargo.  We  operated  others,  as  I  have  explained  before,  at 
times  not  suitable  for  cargo :  in  the  middle  of  the  day.  In 
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the  future,  that  picture  will  be  changed.  The  thing  will  be 
loosened  up. 

We  will  be  able  to  spread  schedules  a  little  more  and 
probably  we  will  be  able  to  spot  them  so  that  they  will  be 
more  convenient  to  the  cargo  user  and  at  the  same  time 

satisfy  the  passenger  use  on  the  combination  airplanes. 

•  •  •  •  • 

6584 

J.  C.  Brawner 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Fitzgerald : 

Q.  Will  you  give  your  name  and  address  to  the  Reporter, 
please?  A.  J.  C.  Brawner,  care  of  National  Airlines, 
Miami,  Florida. 

•  •  •  •  • 

Q.  What  is  the  position  of  National  Airlines  with 

6585  respect  to  air  cargo  and  with  respect  to  this  proceed¬ 
ing?  A.  National  Airlines  has  a  dual  position  in 

this  case. 

First,  National  is  already  a  certificated  cargo  carrier, 
and  we  think  it  is  important  for  the  Board  to  have  before 
it  National’s  plans  for  promoting  and  developing  air  cargo 
and  to  know  what  National  is  doing  in  this  connection  when 
it  makes  its  decision  in  this  case. 

Firstly,  we  are  naturally  very  concerned  about  the  pos¬ 
sibility  of  a  source  of  revenue  being  diverted  from  National 
to  some  other  air  carrier. 

Q.  Will  you  explain  in  somewhat  more  detail  National’s 
interest  in  the  air  cargo  business?  A.  To  National,  air 
cargo  represents  a  source  of  revenue,  just  as  passengers, 
mail,  and  express  do.  And  we  are  doing  and  expect  to 
continue  to  do  everything  possible  to  promote  and  develop 
air  cargo,  as  well  as  the  other  sources  of  revenue. 

It  is  particularly  important  to  develop  all  sources  of 
revenue. 
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Q.  Well,  now,  does  National  have  any  special  incentive 
for  developing  air  cargo,  over  and  above  that  of  the  ex¬ 
clusive  cargo  carriers?  A.  Yes,  we  think  we  have  a  very 
definitely  greater  incentive  than  an  exclusive  air  cargo 
carrier  would  have.  In  the  first  place,  we  would  have  the 
same  incentive  to  promote  and  obtain  the  long-haul  plane¬ 
load  traffic  that  would  probably  move  between  the  larger 
cities. 

But  in  addition,  and  more  importantly,  we,  as  cer- 
6586  tificated  carriers,  are  every  day  operating  planes 
over  our  entire  system;  and  we  have  plans  for  in¬ 
creasing  the  volume. 

Now,  on  each  of  those  planes  there  is  a  very  large  capa¬ 
city  available  for  the  carriage  of  air  cargo.  It  is  a  very 
definite  incentive  to  try  to  promote  and  develop  air  cargo, 
to  fill  up  that  capacity.  We  have  that  incentive  not  only  in 
the  larger  cities,  but  in  all  of  the  cities  that  we  serve,  in¬ 
cluding  the  smaller  cities. 

We  also  have  the  incentive  to  fill  up  that  capacity,  of 
soliciting  and  obtaining  small  shipments.  The  more  we  can 
get,  the  better  off  we  will  be,  and  as  we  operate  frequent 
schedules  we  can  obtain  and  carry  quickly  small  shipments. 

Q.  Now,  What  is  the  policy  of  the  company  with  respect 
to  the  implementation  and  development  of  the  cargo  busi¬ 
ness?  A.  We  already  have  set  up  a  cargo  traffic  depart¬ 
ment,  a  cargo  accounting  department,  and  we  have  the 
facilities  and  equipment  to  handle  air  cargo.  We  are  defi¬ 
nitely  soliciting  this  business. 

We  are  doing  that  at  the  present  time.  Now,  the  entire 
program  of  National  Airlines  is  expanding  daily,  and  we 
expect  to  continue  to  expand  as  business  increases. 

Q.  And  now,  will  you  comment  on  the  relative  ability  to 
provide  an  air  cargo  service,  as  compared  to  the  ability  of 
a  new  operator  to  provide  air  cargo  service  over  the  same 
routes?  A.  Yes.  We  feel  that  the  same  factors  that  cause 
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us  to  have  a  greater  incentive  to  promote  and  de- 

6587  velop  air  cargo  will  also  permit  us  to  perform  that 
service  more  efficiently  and  more  economically  than 

an  exclusive  air  cargo  operator  would. 

The  reason  for  this  opinion  is  that,  first  of  all,  we  are  a 
going  organization  engaged  in  the  business  of  air 
transportation. 

We  have  large  investments  in  air  equipment  and  in 
ground  facilities,  including  station  equipment,  shops,  hang¬ 
ars,  all  the  necessary  equipment  to  operate  an  airline  and 
to  fly  planes. 

We  also  have  completely  staffed  and  trained  operating 
and  servicing  departments.  We  also  have  a  completely 
staffed  and  trained  executive  department. 

With  that  organization  and  equipment  already  set  up,  we 
feel  that  we  can  develop  and  carry  air  cargo  with  very 
little  trouble,  very  little  additional  expense,  if  any. 

On  the  other  hand,  if  a  new  cargo  carrier  is  certificated, 
they  will  have  to  completely  or  almost  entirely  duplicate 
our  capital  facilities,  and  also  will  have  to  more  or  less 
duplicate  our  operating  and  maintenance  and  executive  de¬ 
partments;  all  of  which  means  that  those  costs  must  be 
entirely  borne  by  the  air  cargo  that  they  are  carrying, 
whereas  our  costs  will  be  spread  over  all  of  the  services 
that  we  operate. 

I  think  that  is  a  very  important  point,  that  I  would  like 
to  particularly  emphasize,  because  I  think  that  everyone  in 
this  room  will  agree  that  more  air  cargo,  more  volume  of 
air  cargo,  more  items,  things  that  will  move,  will  be 

6588  received  in  direct  proportion  as  the  charges  are 
reduced. 

And  naturally,  everyone  being  interested  in  the  develop¬ 
ment  of  air  cargo  wants  to  see  the  costs  as  low  as  possible, 
so  that  as  much  of  the  business  can  be  developed  as  is 
soundly  and  economically  possible. 
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Now,  I  think  that  is  so  important  that  I  would  like  to 
take  the  time  to  mention  certain  specific  examples  where 
that  would  be  true. 

I  think  probably  the  most  important  one  is  station  per¬ 
sonnel.  At  each  of  the  stations  we  serve,  it  is  necessary  to 
keep  a  large  staff  at  each  station,  a  sufficiently  large  staff 
to  handle  the  airplanes  that  come  into  that  station  on  their 
regular  schedules. 

It  is  perhaps  well  known  that  at  probably  most  stations 
these  personnel  have  a  lot  of  idle  time,  and  we  could  very 
easily  operate  more  flights  in  there  without  increasing  the 
number  of  personnel  That  would  include  the  operation 
of  exclusive  cargo  planes. 

Certainly  if  an  exclusive  air  cargo  operator  started  up, 
they  would  have  to  staff  their  station  at  the  cities  that  they 
operate,  whereas  we  already  had  a  staff  there. 

Another  example  is  dispatching  and  weather  services. 
We  already  have  such  services  already  set  up,  and  certainly 
they  could  furnish  weather  services  and  dispatch  the  air¬ 
planes,  including  additional  exclusive  cargo  planes,  without 
any  additional,  or  with  very  minor  additional  cost. 

In  the  same  way,  we  look  at  the  operational  overhead 
department. 

The  vice-president  in  charge  of  operations,  his 
6589  assistants,  the  chief  pilots,  these  would  not  need  to 
be  increased  in  our  operation  of  air  cargo  planes. 

Another  important  example  is  maintenance  overhead, 
which  is  a  very  large  item  of  cost. 

We  already  have  a  complete  overhaul  and  maintenance 
shop  set  up,  and  we  could  increase  the  volume  of  main¬ 
tenance  without  increasing  to  any  great  extent  the 
maintenance  overhead. 

Of  course,  there  are  many  other  examples  of  the  same 
nature,  which  I  could  develop,  but  I  think  that  the  few 
that  I  have  mentioned  will  emphasize  the  point  that  I  wish 
to  make. 
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Now,  the  comments  that  I  just  made  relate  primarily  to 
a  comparison  of  operation  of  exclusive  cargo  planes.  In 
addition  to  that  fact,  we  have  another  advantage.  As  I 
pointed  out  before,  we  are  operating  airplanes  over  our 
route  every  day.  And  in  each  of  the  planes,  we  have  avail¬ 
able  cargo  capacity,  which,  in  the  DC  4,  amounts  to  approxi¬ 
mately  three  tons,  and  in  the  DC  6  will  amount  to  more. 

To  the  extent  that  we  can  carry  cargo  to  the  extent  of 
that  capacity  that  is  available,  we  can  do  that  without  in¬ 
creasing  at  all  the  direct  flying  costs  of  flying  that  airplane. 

•  •  *  •  • 

6590 

•  •  •  •  • 

Q.  Now,  in  your  opening  remarks,  you  mentioned  the  fact 
that  National  had  both  an  interest  and  a  concern  with  re¬ 
spect  to  the  proposed  air  cargo  operations. 

Will  you  explain  what  you  mean  by  the  word  “concern”! 
A.  We  really  have  two  concerns.  One  is  that  we  are  natu¬ 
rally  concerned  about  the  diversion  that  will  result  from 
the  certification  of  an  exclusive  freight  carrier  over  our 
route.  If  such  occurs,  naturally  we  will  realize  or  suffer 
diversion  of  a  source  of  revenue,  that  being,  under  present 
conditions,  when  load  factors  are  coming  down  and  ex¬ 
penses  are  going  up,  quite  important  to  us. 

We  feel  that  we  need  every  source  of  revenue  that  we  can 
possibly  obtain  to  carry  on,  without  going  deeply  in  the 
red.  That  is  our  first  and  natural  concern. 

In  addition  to  that,  we  are  concerned  about  the  trend 
that  seems  to  be  taking  place  in  the  air  traffic  pattern. 
National,  as  well  as  the  other  certificated  carriers,  has  been 
granted  certificates  to  transport  passengers,  mail,  and 
property;  a  three-fold  job,  we  will  say. 

But  there  seems  to  be  a  tendency  to  develop  and  en¬ 
courage  specialists  in  the  field.  For  example,  the  Board 
has  recently  certified  Thomas  E.  Gordon  to  operate  a  rather 
extensive  feeder  service  in  the  State  of  Florida. 
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There  are  Examiners’  recommendations  that  recommend 
that  additional  feeder  services  be  authorized  to  almost 
duplicate  our  Route  39  from  Jacksonville  to  New  Orleans. 

National,  of  course,  began  and  progressed  as  a  feeder 
carrier  in  the  State  of  Florida,  and  an  important 

6591  source  of  our  revenue  has  been  the  carriage  of  local 
business  over  our  route. 

Certainly,  when  Mr.  Gordon  gets  operating,  and  if  other 
feeder  specialist  carriers  are  certificated,  we  will  naturally 
suffer  diversion,  and  we  will  be  in  competition  with  a 
specialist  in  his  field,  and  a  specialist  in  the  development 
and  carriage  of  local  or  feeder  traffic. 

We  have  also  just  recently  finished  up  the  Pan  American 
Domestic  Route  Case,  where  Pan  American  wished  to  dupli¬ 
cate  or  parallel  National’s  Havana-Philadelphia-New  York 
route,  our  Miami-Philadelphia-New  York  route,  our  New 
Orleans-Philadelphia  route. 

And  their  avowed  purpose  and  their  reason  why  they 
should  be  granted  that  route  is  that  they  will  specialize  on 
long-haul  nonstop  deluxe  services. 

The  revenue  that  comes  from  the  cities  I  have  enumerated 
amounts  to  more  than  50  per  cent  of  our  total  revenue,  and 
if  Pan  American  is  granted  the  routes  they  have  requested 
to  duplicate  our  system,  we  will  naturally  suffer  a  very, 
very  large  amount  of  diversion. 

Mr.  Meyers:  Mr.  Examiner,  are  we  trying  the  Pan 
American  Case  here!  I  object  to  the  testimony. 

Examiner  Cusick:  I  think  it  is  merely  illustrative  of 
the  position  National  is  taking  in  this  proceeding.  The 
objection  will  be  overruled. 

The  Witness:  Now  we  come  to  this  case,  where  we  have 
a  large  number  of  applicants,  who  wish  to  specialize  in 
the  air  cargo  field.  They  are  going  to  be  specialists  in 
that  field.  Certainly,  if  air  cargo  carriers  are  cer- 

6592  tificated  over  National’s  routes,  we  will  suffer  a 
diversion. 
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All  of  which  adds  up  to  the  fact  that  National  as  well 
as  the  other  carriers  will  be  competing  with  three  special¬ 
ists  ;  whereas  I  suppose  that  we  will  have  to  be  a  jack-of-all 
trades. 

The  question  that  is  in  National’s  mind  and  in  my  mind 
is,  if  that  happens,  “What  is  the  role  of  National,”  as  well 
as  “What  is  the  role  of  the  other  air  carriers?” 

It  seems  to  me  that  there  is  nothing  left. 

By  Mr.  Fitzgerald : 

Q.  Now,  Mr.  Brawner,  will  you  tell  the  Examiner  what 
the  equipment  is  that  you  have  on  hand  and  what  you  have 
on  order?  A.  We  have  12  Lodestar  planes  and  six  DC  4 
planes,  with  the  seventh  being  delivered  any  day  now.  I 
think  another  plane  is  being  delivered  today  or  approxi¬ 
mately  today.  In  addition  to  that,  we  have  four  DC  6’s  on 
order,  the  first  of  which  has  been  promised  for  delivery 
on  April  1st,  and  the  others  at  monthly  intervals  there¬ 
after. 

•  •  •  •  • 

6594 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Craven: 

•  •  •  •  • 

6596 

•  •  •  •  • 

Q.  I  beg  your  pardon.  Now,  what  did  you  figure  that 
the  cost  of  handling  that  freight  is?  A.  I  don’t  know,  Mr. 
Craven.  Right  now,  where  we  are  not  operating  any  ex¬ 
clusive  cargo  planes,  it  costs  very  little.  As  to  just  how 
much,  I  haven’t  made  a  complete  study. 

Q.  When  you  made  the  statement  that  you  could  do  it 
cheaper  than  the  exclusive  cargo  operator,  what  did  you 
mean?  Did  you  mean  that  you  could  do  it  cheaper  if  you 
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figured  your  costs  on  an  out-of-pocket  basis?  A.  No,  I 
mentioned  that  fact  also ;  that  as  long  as  we  are  just  operat¬ 
ing  combination  planes  carrying  passengers,  mail,  and 
cargo,  and  not  necessarily  based  on  additional  cost  but  on 
that  basis,  on  any  cost  allocation  you  care  to  use  we  can 
do  it  cheaper. 

That  also  follows  through,  but  the  margin  becomes  less, 
when  we  operate  exclusive  cargo  planes.  I  haven’t  brought 
in  purposely  any  methods  of  allocation. 

6597  Q.  Well,  you  don’t  know  what  it  costs  you  to  carry 
freight  either  on  an  out-of-pocket  basis  or  on  an 
allocated  basis,  do  you?  A.  No,  and  neither  does  your 
client. 

Q.  At  any  rate,  you  don’t.  And  when  you  made  that 
comparison,  you  didn’t  have  any  definite  figures  in  mind? 
A.  Well,  Mr.  Craven,  I  don’t  sit  back  in  a  vacuum  in  the 
office  and  not  look  at  the  costs,  and  not  analyze  figures. 

I  haven’t  made  an  estimate  or  analysis  to  determine 
just  what  it  is  costing  us  to  carry  a  pound-mile  or  a  ton- 
mile  of  express  under  present  conditions. 

We  do  know  what  it  costs  us  to  operate  our  route.  We 
do  know — and  I  think  everyone  will  agree — that  we  can 
operate  exclusive  cargo  planes  cheaper  than  an  exclusive 
cargo  carrier,  because  we  wouldn’t  have  to  pay  for  cer¬ 
tain  additional  people,  or  overhead  staff,  ground  facili¬ 
ties,  and  all  the  things  that  I  mentioned  in  my  direct  testi¬ 
mony. 

Q.  Well,  however  that  may  be,  I  am  right,  am  I  not,  in 
understanding  that  it  is  your  opinion,  however  you  de¬ 
rived  it,  that  either  on  the  basis  of  allocated  or  out-of- 
pocket  costs  you  could  handle  freight  over  your  routes 
cheaper  than  an  exclusive  cargo  operator?  A.  That  is  my 
very  definite  opinion;  yes,  sir. 
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6598 

•  •  *  •  • 

Cross  Examination 

By  Mr.  Beitel: 

•  •  •  •  • 

6599 

•  •  •  •  i 

Q.  When  you  say  “air  cargo”  do  you  include  in  that, 
mail  ?  A.  No,  sir. 

Q.  Do  you  include  air  express?  A.  No. 

Q.  Is  that  the  traffic  which  is  carried  under  the  tariff 
which  is  set  forth  in  Exhibit  NAL-5?  A.  That  is  right. 

Q.  Is  that  the  first  tariff  that  National  filed  with  respect 
to  the  carriage  of  air  freight?  It  says  Air  Freight  Tariff 
No.  1.  A.  That  is  right.  Of  course,  we  have  the  air  ex¬ 
press  tariff. 

Q.  And  that  tariff  doesn’t  apply  to  all  the  points  on 
National’s  system?  A.  That  tariff  you  are  referring  to? 
No,  it  doesn’t.  It  only  applies  to  the  points  from 

6600  which  we  operate,  or  which  we  serve,  by  DC4  air¬ 
planes. 

•  #  •  •  • 

6602 

t  i  •  •  • 

Q.  Has  U.  S.  Airlines  actually  taken  any  traffic  away 
from  National  Airlines  in  the  course  of  the  last  twelve 
months?  A.  Yes,  I  think  they  have.  Certainly  U.  S.  Air¬ 
lines  is  carrying  traffic,  whatever  people  will  pay  for; 
certainly  they  are  willing  to  cut  rates  and  have  low  tariffs. 

And  certainly  they  are  taking  business  away  from  us. 
6603  Q.  Are  you  familiar  with  the  rates  charged  by 
U.  S.  Airlines,  as  set  forth  in  the  exhibits  and  testi¬ 
fied  to  by  the  company  personnel?  A.  No,  but  I  know’ 
that  U.  S.  Airlines  carries  certain  things  as  cheap  as  eight 
cents  a  ton-mile. 
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Q.  What  is  National’s  lowest  rate?  A*  22  cents,  I  think. 

Q.  And  at  your  rate  of  22  cents  per  ton  mile,  you  have 
consistently,  during  the  past  year,  increased  the  amount 
of  revenue  which  you  have  obtained  for  the  transportation 
of  property,  have  you  not?  A.  That  is  right. 

•  •  #  •  • 

6605 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Meyers: 

•  •  •  •  • 

6606 

0  •  •  •  • 

Q.  If  you  cut  your  revenue  per  ton  mile  to  14  cents, 
would  you  more  than  double  the  air  freight  that  you  would 
be  carrying?  A.  I  don’t  know.  We  probably  would.  How¬ 
ever,  I  don’t  think  that  would  be  sound.  I  think  that  prob¬ 
ably  we  could  cut  it  lower  than  14  cents.  But  that  rate 
would  only  be  economically  sound  as  long  as  we  carried 
that  in  combination  planes. 

And  we  don’t  want  to  develop  business  that  we  couldn’t 
carry  economically  when  and  if  that  business  got  to  a 
sufficient  volume  where  we  would  have  to  put  on  all-cargo 
planes.  Do  I  make  myself  plain  on  that? 

Q.  Well,  if  I  understand  you  correctly,  you  will  use 
incremental  accounting  or  bi-product  accounting  or  added- 
cost  accounting  until  you  get  a  sufficient  volume,  and  then 
you  will  change  to  an  allocable  cost  or  multiple-product 
cost  type  of  accounting?  A.  Of  course,  the  type  of  ac¬ 
counting  that  we  use  isn’t  in  my  opinion  in  this  case,  im¬ 
portant.  What  I  am  saying  is  that  we  haven’t  based  rates 
on  differential  accounting  or  additional-cost  account- 
6607  ing,  because  we  could  not  carry  cargo  in  all-cargo 
planes  and  make  a  profit  at  that  rate. 
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Therefore,  we  don’t  want  to  start  at  a  low  rate  and  de¬ 
velop  cargo,  and  then  have  to  increase  the  rates.  We  don’t 
think  that  is  sound  business.  I  think  that  is  what  some 
of  the  carriers  in  this  case  have  done,  which  I  don’t  think 
is  sound. 

Q.  How  do  you  arrive  at  the  rates  that  you  now  charge? 
A.  Well,  National,  being  one  of  the  small  carriers,  just 
about  followed  what  the  other  airlines  w*ere  doing. 

Q.  Just  followed  the  price  leader?  A.  Yes,  we  didn’t 
attempt  to  cut  prices,  or  anything  of  that  sort. 

•  •  •  •  • 

6612 

•  •  •  •  • 

0.  M.  Foxworth,  Jr. 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Fitzgerald: 

Q.  What  is  your  name  and  address?  A.  0.  M.  Fox- 
worth,  Jr.,  Miami,  Florida. 

Q.  And  what  is  your  position  with  National  Airlines? 
A.  I  am  cargo  manager. 

•  •  •  •  • 

6613 

•  •  •  •  • 

Q.  Will  you  briefly  review  National’s  cargo  operations 
prior  to  the  year  1946?  A.  National  Airlines  has  always 
carried  cargo  since  the  beginning  of  1934,  this  cargo  being 
in  the  form  of  mail  and  express. 

At  that  time,  National  was  a  very  short-haul  operator 
operating  at  only  two  points  outside  of  the  State  of  Florida, 
these  two  being  Mobile,  Alabama  and  New  Orleans, 
Louisiana. 
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This  short-haul  operation,  naturally,  was  not  a  good 
economic  cargo  field.  The  equipment  in  these  days  were 
Ryans,  Stinsons,  later  Electras,  and  in  1940,  Lodestars. 

In  1944  we  were  extended  to  New  York,  but  we  still 
were  hampered  by  Lodestar  equipment  not  suited  to  sub¬ 
stantial  freight  development. 

Q.  What  has  been  the  development  since  the  end  of  the 
war?  A.  Immediately  we  ordered  larger  planes  with 
substantial  cargo  capacity.  These  planes  were  delivered 
early  in  1946.  We  started  working  toward  the  freight 
operation  early  in  that  year. 

These  aircraft  were  DC4s  of  a  type  which  only  carried 
46  seats,  therefore  we  had  an  extremely  large  cargo 
capacity. 

The  air  freight  tariff  was  prepared  in  the  sum- 
6614  mer  of  1946,  filed  with  the  Board  on  August  10, 
and  effective  September  15. 

Q.  When  was  your  cargo  department  formed?  A.  The 
cargo  department  was  formed  in  June,  1946. 

Q.  Now,  what  has  been  the  result  of  your  air  freight 
service  up  to  this  time?  A.  We  have  had  a  steady  growth. 
We  carried  4,089  ton  miles  in  the  last  15  days  of  Septem¬ 
ber,  and  in  December  of  the  same  year,  we  carried  31,453.4 
ton  miles. 

Q.  What  do  you  believe  are  the  immediate  prospects 
for  the  immediate  future  with  respect  to  National’s  air 
freight  potential?  A.  This  business  will  grow  on  good 
proportions  during  the  winter  season.  We  have  good  ex¬ 
pectations  of  the  business  growing  through  April  and  May, 
but  after  that  time  the  growth  of  the  business  is  a  question 
mark  due  to  the  end  of  the  tourist  season  in  Florida  and 
the  limited  commodity  season. 

Q.  What  do  you  mean  when  you  say  “commodity  sea¬ 
son”?  Are  you  referring  to  the  cargo  which  originates  in 
the  State  of  Florida  for  the  North?  A.  Yes,  sir.  I  am, 
and  referring  to  commodities,  I  refer  to  flowers,  vegetables 
and  tropical  fruits. 


2546 


Excerpts  from  Testimony  of  0 .  M.  Foxworth,  Jr. 

The  flower  season  in  Florida  begins  around  December 
and  ends  by  the  end  of  the  month  of  May. 

Most  vegetables  come  in  during  December  and  are  gone 
by  April. 

There  are  a  few  tropical  fruits  such  as  avocados  and 
mangoes  that  come  in  in  January  at  the  earliest  date,  but 
are  pretty  well  gone  by  the  month  of  June. 

6615  After  this  season  the  northbound  traffic  is,  as  I 
said  before,  a  big  question  mark. 

Q.  Now,  what  have  you  to  say  as  to  the  market  for 
Florida  agricultural  products  in  the  north  during  the 
summer  months  ? 

Mr.  Beitel:  Mr.  Examiner,  I  didn’t  hear  the  witness 
qualified  as  a  market  expert  in  New  York.  Has  he  had 
that  experience,  for  the  purpose  of  the  record? 

Mr.  Fitzgerald:  Mr.  Examiner,  as  cargo  manager  of 
National  Airlines,  this  man  has  made  some  investigation 
of  this  potential.  If  Mr.  Beitel  objects — 

Examiner  Cusick:  It  will  go  to  the  weight  of  the  testi¬ 
mony.  The  witness  may  answer. 

Mr.  Beitel:  I  don’t  object  to  it.  He  can  ask  the  question. 
I  was  wondering  whether  he  had  the  experience  or  not. 

Mr.  Fitzgerald:  I  will  withdraw  the  question. 

By  Mr.  Fitzgerald : 

Q.  Mr.  Foxworth,  have  you  had  experience  in  the  growth 
and  marketing  of  Florida  products?  A.  Well,  I  naturally 
had  some  experience  when  I  was  with  REA,  and  also  made 
some  investigations  along  this  line. 

Q.  Do  you  belong  to  any  organizations  which  are  pro¬ 
moting  and  studying  the  marketing  of  Florida  agricultural 
commodities?  A.  Yes,  sir.  I  belong  to  the  Florida  Vege¬ 
table  Pre-packaging  Committee. 

Q.  And  -what  does  that  committee  do  ?  A.  That  commit¬ 
tee  is  making  research  on  the  feasibility  of  prepackaging 
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the  best  of  the  vegetable  crop  in  individual  contain- 

6616  ers  and  transporting  these  containers  to  the  North¬ 
ern  markets  by  air  transportation. 

Q.  Now,  what  does  your  experience  and  investigation 
show  as  to  the  market  for  Florida  agricultural  products 
in  the  North  during  the  summer  months!  A.  Well,  our  in¬ 
vestigation  shows  that  there  is  a  limited  amount  of  vege¬ 
table  products  produced  in  Florida  in  the  summer  time, 
and  the  market  in  the  North  naturally  goes  down  when 
vegetables  are  produced  in  areas  closer  to  the  metropolitan 
areas. 

This  naturally  cuts  down  transportation  cost  and  it  is 
not  very  feasible  that  these  vegetable  products  could  be 
transported  by  air  due  to  the  cost  involved. 

Q.  What  have  you  to  say  as  to  this  southbound  poten¬ 
tial  during  the  next  few  months  and  into  the  summer  as 
to  this  particular —  A.  The  same  pattern  exists  to  a 
great  extent.  The  tourist  trade  in  Florida  provides  a  great 
deal  of  the  buying  power  in  the  winter  months. 

Naturally  when  the  tourist  business  subsides  by  April 
or  at  least  May,  you  are  left  with  the  buying  power  of 
the  resident  population  of  the  State  of  Florida. 

Q.  When  does  the  Florida  tourist  season  begin  and  end? 
A.  The  beginning  of  the  Florida  tourist  season  is  in  the 
fall  of  the  year,  usually  coincident  with  weather,  colder 
in  the  North  and  the  West 

The  peak  of  the  season  is  reached  in  January,  February 
and  the  early  part  of  March.  This  is  particularly 

6617  true  of  the  lower  east  coast  of  Florida  and  for  a 
great  part  of  the  spring  the  migration  is  very  fast 

and  the  people  have  gone  back  to  their  homes  by  April  and 
May. 

Q.  During  your  operation  under  the  air  freight  tariff 
what  has  been  your  experience  as  to  the  relative  north¬ 
bound  and  southbound  movement?  A.  During  the  fall  of 
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the  year  when  the  tourists  begin  to  move  into  Florida  there 
is  naturally  created  a  demand  for  products  of  the  north. 

This  will  last  through  the  tourist  season.  There  are 
certain  commodities  which  naturally  fall  more  in  this 
category  than  others. 

One  big  potential  is  newspapers.  But  the  period  lasts 
until  early  spring  when  the  tourists  for  the  most  part  re¬ 
turn  to  the  North. 

The  fruit  and  vegetable  market  begins  in  December  and 
for  the  most  part  is  well  over  by  May. 

Q.  Which  commodities  have  you  found  to  be  the  best 
air  freight  candidates  between  Florida  and  the  North¬ 
eastern  Area,  which  National  serves!  A.  The  best  com¬ 
modities  are  newspapers,  printed  matter,  especially  of  an 
advertising  nature,  clothing,  confectionery  products,  cos¬ 
metics,  machinery,  tobacco,  and  baby  chicks. 

Q.  Which  of  these  commodities  do  you  believe  repre¬ 
sent  permanent  air  potential,  and  which  are  the  product  of 
present  conditions?  A.  Newspapers,  printed  matter  and 
baby  chicks  present  a  permanent  potential  in  air  freight. 

There  are  other  commodities  such  as  high  priced 
6618  clothing  and  high  cost  perishables  such  as  confec¬ 
tionery  products,  candies  and  nuts,  that  will  give  a 
very  definite  freight  potential. 

The  overwhelming  bulk  of  this  traffic,  thought,  is  south¬ 
bound.  The  northbound  traffic,  as  I  have  said  before, 
consists  of  fancy  fruits  and  vegetables. 

Q.  To  what  extent  do  you  think  fruits  and  vegetables 
will  move  at  present  rates? 

Mr.  Beitel:  Whose  rates?  National’s  rates? 

Mr.  Fitzgerald:  I  will  make  that  National’s  rates  for 
the  purpose  of  this  question. 

The  Witness:  Well,  I  think  a  certain  quantity  of  these 
vegetables  will  move  at  these  air  freight  rates,  but  they 
will  definitely  be  a  very  small  percentage  of  the  total 
amount  produced  in  the  State  of  Florida. 
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By  Mr.  Fitzgerald: 

Q.  What  steps  do  you  think  are  necessary  for  a  more 
intensive  development  of  the  fruit  and  vegetable  potential? 
A.  Well,  I  think  the  chief  factor  is  development  of  an  air¬ 
plane  that  can  be  operated  at  a  lower  cost  per  ton  mile. 
This  would  enable  us  to  provide  a  lower  rate  and  haul  a 
great  deal  of  this  traffic. 

Q.  Are  there  any  other  commodities  besides  those  of 
w’hich  you  have  already  made  mention? — which  you  be¬ 
lieve  are  important  air  freight  candidates  over  National’s 
routes?  A.  Well,  there  is  naturally  the  emergency  ship¬ 
ments  of  any  nature,  such  as  machinery  and  medicine,  and 
things  of  that  type  which,  on  occasions,  will  move. 
6619  I  might  point  out  that  we  have  carried  in  the  past 
such  things  as  cosmetics,  radios,  building  materials, 
furniture. 

Certainly  these  items  could  not  be  logical  air  freight 
candidates.  They  are  created  by  a  shortage  of  equipment 
and  a  shortage  of  transportation  facilities. 

The  building  materials  that  I  referred  to  was  a  recent 
shipment  of  ordinary  wall  plaster  that  we  hauled  from 
New'  Orleans  to  Miami  that  was  actually  not  wTorth  the 
rate  per  pound  that  the  air  freight  charges  actually  were. 

Q.  What  in  your  belief  are  the  overall  factors  affecting 
the  present  movement  of  air  freight  over  both  the  certifi¬ 
cated  and  the  non-certificated  carriers?  A.  I  believe 
definitely  from  my  past  experience  in  Railway  Express, 
and  seeing  items  moved  with  facility,  that  the  present 
period  is  abnormal 

Railway  Express  service  is  poor.  I  think  Railway  Ex¬ 
press  itself  wdll  admit  this. 

The  average  time  now,  compared  with  prewar  service, 
is  as  much  as  doubled  between  these  points. 

I  know’  in  the  old  days,  before  the  war,  Railway  Express 
service  between  Florida  and  New'  York  was  three  days. 
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Yon  conld  practically  guarantee  a  shipment.  Now  it  is  as 
much  as  six  and  seven  days. 

This  would  certainly  create  some  air  freight  business. 

Q.  Mr.  Foxworth,  you  stated  before  that  you  were  a 
member  of  the  Florida  State  Pre-packaging  Committee. 
Are  you  on  that  committee  as  representative  of  National 
Airlines?  A.  Yes,  sir.  I  am  on  that  committee  to 
6620  represent  National  Airlines  and  help  the  committee 
work  out  these  problems  with  the  United  States 
Department  of  Agriculture  and  the  Florida  State  Board 
of  Agriculture. 

Q.  And  what  is  the  primary  purpose  of  the  pre-packag¬ 
ing  committee?  A.  This  committee  is  designed  to  help 
the  industry  find  the  proper  type  of  equipment,  the  proper 
kind  of  packaging,  to  do  this  prepackaging  at  the  source, 
where  these  vegetables  are  grown. 

This  will  enable  them  to  reach  the  market  and  get  the 
top  price  for  these  vegetables  that  are  so  prepared. 

Q.  And  how  is  that — 

Examiner  Cusick:  Of  what  industry? 

The  Witness :  The  vegetable  industry. 

Examiner  Cusick:  The  vegetable  industry? 

The  Witness:  Yes,  sir. 

Examiner  Cusick:  Nothing  to  do  with  the  air  transport 
industry? 

The  Witness:  No. 

By  Mr.  Fitzgerald : 

Q.  And  how  is  the  prepackaging  program  working  out 
at  the  present  time?  A.  This  year  there  will  be  very  little 
prepackaging  done  due  to  the  inability  of  the  manu¬ 
facturers  to  deliver  the  cleaning  and  prepackaging  equip¬ 
ment;  however,  it  is  hoped  by  1948  that  this  business  will 
be  in  full  swing. 

Q.  And  what,  in  your  opinion,  will  be  the  result  of  this 
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program,  as  far  as  air  freight  is  concerned?  A.  A 

6621  great  deal  of  these  vegetables  must  move  by  air. 

There  are  a  number  of  vegetables,  after  being  pre¬ 
pared  for  use,  will  have  to  be  sold  within  24  hours. 

Q.  Mr.  Foxworth,  do  you  regard  the  Florida  citrus  crop 
as  air  freight  potential  at  present  rate  levels? 

Mr.  Beitel:  Whose  r^tes? 

Mr.  Fitzgerald:  Anybody’s  rates. 

Mr.  Beitel:  Mr.  Examiner,  1  would  like  to  have  the 
rates  stated  for  the  purpose  of  the  question.  You  can 
assume  any  rate  per  ton  mile  you  want. 

Mr.  Reilly:  He  said  anybody’s  rates.  I  think  that  would 
refer  to  existing  rates,  Mr.  Examiner.  He  could  take  the 
lowest  if  he  wishes. 

Mr.  Beitel:  Mr.  Examiner,  if  it  is  confined  to  those 
rates  which  have  been  set  forth  in  exhibits  in  this  case,  that 
is  one  thing. 

But  anybody’s  rates  could  be  anything. 

Examiner  Cusick:  1  would  like  to  confine  at  least  to 
the  rates  that  have  ‘been  shown  to  exist  in  so  far  as  this 
case  is  concerned. 

Mr.  Fitzgerald:  I  will  rephrase  the  question. 

By  Mr.  Fitzgerald: 

Q.  Mr.  Foxworth,  do  you  believe  that — first,  do  you  be¬ 
lieve  that  the  Florida  citrus  crop  represents  a  substantial 
potential  at  a  rate  which  can  economically  support  the 
movement  of  such  commodities? 

Examiner  Cusick:  Please  read  the  question  back,  Mr. 
Reporter. 

(Question  read) 

6622  Examiner  Cusick:  Go  ahead.  Answer  it. 

The  Witness:  Well,  there  is  a  question  as  to 
whether  an  aircraft  can  be  supplied  that  can  economically 
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move  this  citrus  fruit.  Citrus  fruit  is  a  very  high  weight 
density  and  in  normal  times  the  market  value  of  this  fruit 
does  not  compare  in  any  way  with  its  actual  weight  in  re¬ 
lation  to  air  transportation. 

By  Mr.  Fitzgerald : 

Q.  Now,  what  other  air  freight  potential  have  you  in 
your  investigation  discovered  for  northbound  movement 
out  of  the  State  of  Florida,  other  than  the  products  you 
have  already  mentioned?  A.  Flowers  are  about  the  only 
other  commodity  that  is  in  the  State  of  Florida  that  can 
be  moved  by  air  freight. 

We  have  been  unable  to  locate  any  industry  producing 
any  amount  of  goods  or  any  other  particular  field  for  air 
freight  out  of  Florida. 

Q.  Mr.  Foxworth,  will  you  comment  on  the  relative  ade¬ 
quacy  of  National’s  service  as  compared  to  that  of  opera¬ 
tors  who  operate  exclusive  cargo  services,  as  that  would 
apply  to  National’s  system? 

Mr.  Beitel:  Mr.  Examiner,  I  would  object  to  that  ques¬ 
tion  until  they  first  explain  what  they  mean  by  “operators 
who  operate  exclusively  all-cargo  services”  and  where 
those  operators  operate. 

Examiner  Cusick:  I  think  most  of  that  -was  covered  by 
the  other  witness,  Mr.  Brawner ;  practically  the  same  ques¬ 
tion  was  asked  of  Mr.  Brawner,  as  I  recall,  this 
6623  afternoon. 

Mr.  Fitzgerald :  Mr.  Examiner,  I  believe  that  that 
was  directed  to  the  cost  of  the  operation. 

Examiner  Cusick:  I  thought  it  was  directed  to  the  ade¬ 
quacy  of  National’s  service? 

However,  the  witness  may  answer.  You  can  clear  it  up 
on  cross  examination,  Mr.  Beitel. 

The  Witness:  Well,  National  Airlines  operates  regular 
scheduled  trips.  They  operate  five  DC  4s  regularly,  daily, 
between  Florida  and  New  York. 
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These  DC  4s  have  a  cargo  payload  of  some  six  thousand 
pounds.  This  is  in  addition  to  the  passengers  and  baggage 
and  a  normal  amount  of  express  and  mail. 

During  the  month  of  December,  1946,  our  cargo  load 
factor  was  under  25  per  cent.  However,  we  should  explain 
that  that  includes  a  7-day  operation.  Naturally  more  space 
is  available  on  Saturday  and  Sunday  and  some  space  is 
always  available  on  day  trips. 

By  Mr.  Fitzgerald: 

Q.  And  do  you  expect  these  cargo  load  factors  to  im¬ 
prove  as  time  goes  on?  A.  Yes,  sir.  I  think  the  solicita¬ 
tion  and  building  up  of  this  business  will  improve  for  some 
time. 

Q.  Now,  how  far  do  you  expect  it  to  go?  A.  Well,  I 
don’t  ever  hope  to  achieve  a  hundred  per  cent  load  factor 
due  to  the  seasonal  conditions  which  we  must  cope  with. 
I  think  an  overall  year-round  load  factor  of  50  per  cent 
would  be  a  very  good  one. 

Q.  How  does  the  seasonal  factor  and  the  lack  of 
6624  balance  in  movement  north  and  south  in  your  opinion 
affect  the  proposals,  the  soundness  of  the  proposals 
of  the  applicants  in  this  case,  for  exclusive  operations — 
exclusive  cargo  operations  into  the  State  of  Florida? 
A.  Well,  a  cargo  operation  into  the  State  of  Florida  could 
be  operated  at  the  peak  of  the  season,  but  a  year-round 
operation,  in  my  opinion,  could  not  be  attained. 

National  and  Eastern  Air  Lines  provide  daily  service 
to  Florida.  We  provide  this  service  on  a  year-round  basis. 

We  have  other  revenues  with  which  to  sustain  this  opera¬ 
tion  during  the  entire  12  months.  And  we  are  able  to 
offer  any  shipper  a  dependable  service  the  year  round. 

Dependability  is  the  keynote  of  air  freight  business.  If 
a  shipper  cannot  depend  on  his  shipment  going,  as  soon  as 
possible,  then  he  would  use  some  surface  transportation  in 
the  beginning. 
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Q.  And  how  will  the  certification  of  exclusive  freight 
carriers  affect  National’s  ability  to  provide  this  depend¬ 
able,  regular  service!  A.  Well,  I  think  it  would  amount 
to  a  cream-skimming  job  and  substantially  retard  the  de¬ 
velopment  of  air  freight  as  far  as  the  certificated  carriers 
are  concerned. 

If  National  is  permitted  to  go  ahead  and  develop  this 
business  in  a  logical,  reasonable  fashion,  we  will  provide 
the  full  capacity  for  air  freight  on  a  regular  basis  and 
will  be  in  a  position  to  increase  our  service  by  the  addition 
of  exclusive  cargo  planes  as  soon  as  there  is  a  need  for 
such  planes. 

•  •  •  •  • 

6627 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Beitel: 

•  •  •  •  • 

Q.  This  tariff  which  is  one  of  your  exhibits,  as  i  read 
the  tariff  the  shipments  which  National  accept  under  its 
air  freight  service  are  limited  to  shipments  of  two  hun¬ 
dred  pounds  or  less,  unless  advance  arrangements  are 
made.  Is  that  right!  A.  That  is  right,  sir. 

That  is  merely  put  in  there  as  a  protection.  After  all, 
we  are  a  common  carrier  and  if  we  do  not  have  some  limi¬ 
tation  we  are  liable  to  be  requested  to  carry  a  steam  loco¬ 
motive. 

•  •  •  •  • 

6628 

•  •  •  •  • 

Q.  You  haven’t  gotten  any  full  loads  of  air  freight  as 
yet  out  of  Florida,  have  you?  A.  No,  sir. 

Q.  And  yet  I  think  you  said  that  this  was  the  season 
when  most  perishables  were  being  produced  to  be  shipped 
north?  A.  Well,  it  begins  late  in  December. 
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Q.  Have  you  had  any  salesmen  in  or  around  West 
Palm  Beach  trying  to  get  full  loads  of  airfreight?  A.  I 
have  one  that  is  to  go  up  there  this  month. 

Q.  But  you  haven’t  had  any  up  there  as  yet?  A.  No,  I 
haven’t. 

•  •  •  •  * 

6633 

•  •  •  •  • 

Q.  With  your  present  C-54’s,  is  the  rate  of  23  cents  to 
26  cents  the  lowest  rate  which  National  can  offer,  using 
that  equipment?  A.  We  are  certificated  as  a  common 
carrier,  therefore,  under  a  published  tariff  we  should  take 
all  the  traffic  that  is  offered  to  us.  We  can  operate  cargo 
aircraft  at  that  rate  per  ton  mile. 

And  that  is  the  reason  for  the  rate  as  it  is  today. 

•  •  •  •  • 

6635 

t  •  i  •  • 

Q.  Now,  when  you  say  that  National  is  a  certificated 
common  carrier  and  under  an  obligation,  do  you  mean  that 
National,  as  a  certificated  carrier,  should  be  permitted  to 
so  file  its  tariffs  that  it  is  not  required  to  accept  a  ship¬ 
ment  in  air  freight  of  more  than  two  hundred  pounds? 

Is  that  your  idea  of  the  obligation  under  which  National 
is?  A.  That  obligation  is  there  because  of  the  equipment 
that  we  are  presently  operating. 

Q.  Just  what  relation  does  your  six  thousand  pounds  of 
your  cargo  capacity  of  the  DC  4  have  to  the  two  hundred 
pound  limitation?  How  do  you  arrive  at  that?  A.  Well, 
this  is  a  combination  aircraft,  and  rather  than  accept  for 
transportation  a  number  of  thousand  pounds  that  we  were 
not  in  a  position  to  carry  we  have  this  limitation  in  our 
tariff  to  protect  us  from  that  sort  of  thing. 

Q.  Have  you  been  turning  down  air  freight?  A. 

6636  We  have  never  turned  down  any  air  freight  to  my 
knowledge. 
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6637 

•  •  •  •  • 

Examiner  Cusick:  Mr.  Foxworth,  would  National  ac¬ 
cept  any  shipments  in  excess  of  two  hundred  pounds? 

The  Witness:  Yes,  we  do,  every  day. 

Examiner  Cusick:'  Would  the  limitation  as  described  in 
your  tariff  be  just  to  single  units  of  two  hundred  pounds? 

The  Witness :  The  tariff  defines  a  “piece”  weighing  over 
two  hundred  pounds. 

Examiner  Cusick:  That  is,  a  unit  of  three  hundred 
pounds,  there  would  have  to  be  advance  arrangement  ac¬ 
cording  to  your  tariff.  Is  that  correct? 

The  Witness:  That  is  correct. 

By  Mr.  Beitel: 

Q.  And  is  that  because  you  don’t  have  ground  facilities 
or  don’t  have  aircraft  available  to  handle  larger  packages? 
A.  We  have  the  aircraft  available,  at  some  points.  We 
might  not  have  available  immediately  the  ground  facilities 
for  handling  such  shipments. 

•  •  •  •  • 

6643 

•  i  •  t  • 

Examiner  Cusick:  I  think  what  Mr.  Beitel  is  inquiring 
into,  Mr.  Foxworth — first  of  all,  you  said  you  were  not 
familiar  with  American’s  contract  operations. 

Now,  American,  as  I  believe  you  undoubtedly  know,  is  a 
certificated  carrier  and  operates  a  contract  division. 

As  a  certificated  carrier  operating  a  contract  division 
it  has,  I  think,  and  the  testimony  in  this  record  I  believe 
shows,  operated  over  various  off-route  points,  points  off 
American’s  system. 

Now,  as  I  understand  this  question  here,  would  an  opera¬ 
tion  by,  say,  American’s  contract  division  along  points  on 
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National’s  system  be  any  more  in  the  nature  of  so- 
6644  called  cream-skimming  than  if  the  Board  certificated 
one  of  the  applicants  in  this  case  to  perform  the 
same  type  of  service? 

Is  that  correct,  Mr.  Beitel? 

Mr.  Beitel:  Correct. 

The  Witness:  I  think  the  contract  operator  would  be 
more  of  a  cream-skimmer  than  the  certificated  cargo 
operator. 

•  •  •  •  • 

6647 

•  •  •  •  • 

Q.  Let  me  ask  you  this  last  question. 

Wouldn’t  National  be  better  off,  Mr.  Foxworth,  if  some 
of  the  air  carriers  which  are  now  operating  as  contract 
cargo  carriers  were  certificated  and  forced  to  operate  a 
common-carrier  service?  A.  We  would  in  a  way,  because 
we  would  know  what  the  rates  are. 

•  •  •  •  • 

6656 

Frank  Buttomer 

•  •  •  t  • 

Direct  Examination 
By  Mr.  Cross: 

Q.  Mr.  Buttomer,  will  you  please  state  your  name  and 
position  with  the  company?  A.  My  name  is  Frank  Butto¬ 
mer.  I  am  Director  of  Research  for  Mid-Continent  Air¬ 
lines. 

Q.  Tell  us  how  long  you  have  been  with  Mid-Continent 
and  briefly  state  your  experience?  A.  I  have  been  asso¬ 
ciated  with  Mid-Continent  Airlines  in  this  capacity  since 
September  of  1943.  Prior  to  that  I  was  associated  with 
Transcontinental  and  Western  Airline  for  a  period  of 
about  one  year  as  industrial  engineer  and  economist. 
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Previous  to  that  I  was  in  the  public  utility  field  for 
about  13  years  as  research  specialist  and  industrial  en¬ 
gineer,  rate  research,  regulation,  valuation,  and  related 
fields  of  activity. 

Q.  Are  you  the  only  witness  who  will  appear  for  Mid- 
Continent  in  this  proceeding?  A.  Unfortunately,  I  am. 
We  had  planned  to  present  the  Chairman  of  our  Board, 
Mr.  Thomas  Fortune  Ryan,  but  due  to  unfortunate  cir¬ 
cumstances  beyond  his  control  it  will  be  impossible 

6657  for  him  to  appear  at  this  hearing. 

Q.  Have  you  made  a  study  of  the  air  cargo  trans¬ 
portation  in  the  Mid-Continent  territory?  A.  Yes.  Since 
1943  I  have  studied  the  economic  development  of  this  com¬ 
pany’s  business,  including  a  very  careful  study  of  air 
cargo  and  its  possibilities,  markets  for  air  transportation, 
commodities  which  can  be  profitably  carried,  tariffs,  and 
during  that  period  I  have  interviewed  a  great  many 
shippers,  traffic  men,  and  I  am  familiar  with  their  problems, 
what  their  shipping  habits  are. 

I  am  familiar  with  the  basic  economy  of  the  Mid-Con¬ 
tinent  area,  and  those  factors  which  dictate  the  shipping 
habits  of  our  communities. 

Q.  When,  to  your  knowledge,  did  Mid-Continent  first  be¬ 
come  interested  in  air  cargo?  A..  Well,  the  first  organized 
effort  of  course  started  in  1943,  w’hen  I  joined  the  com¬ 
pany.  Up  to  that  time  some  work  had  been  done  by  the 
traffic  department;  but  as  early  as  1928  the  predecessor 
company  to  Mid-Continent,  which  was  a  strictly  brush 
operation,  carried  air  freight  in  the  northern  section  of 
the  United  States — supplies  to  some  of  the  northern 
outposts. 

6658  Q.  How’  do  you  account  for  the  sudden  increase 
in  air  cargo  operations  and  the  recent  increase  in 

interest  shown  by  the  public?  A.  That  isn’t  the  result 
of  any  new  particular  development  in  the  way  of  potential, 
or  new  markets,  but  it  is  rather  the  result  of  a  service  of 
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circumstances  which  may  be  outlined  somewhat  as  follows : 

Probably  the  most  important  of  these  is  the  availability 
of  military  aircraft  which  could  be  pressed  in  service; 
although  not  too  suited,  this  equipment  could  be  procured 
at  a  fraction  of  its  original  cost  or  even  leased  without  the 
outright  purchase. 

Another  factor,  of  course,  was  the  availability,  rather, 
the  supply  of  thousands  of  skilled  pilots,  very  qualified 
men,  that  couldn’t  be  absorbed  into, the  airline  business, 
who  were  willing  to  gamble  and  who  were  in  a  financial 
position  to  do  so,' and  who  shared  in  the  actual  risk  of 
these  freight  ventures  with  the  hope  of  developing  it  into 
a  sound  business,  and  thereby  insuring  their  future  in  the 
air  transportation  business. 

Of  course,  the  public  fancy  was  captured  by  the  glamour 
of  air  transportation,  and  capital  became  available  in  al¬ 
most  any  quantity  to  carry  on  these  enterprises,  and  it 
didn’t  take  very  much  money  to  go  into  business  wdth 
leased  equipment.  As  a  result  of  that,  considerable  funds 
became  available  for  purely  experimental,  on  a  strictly 
risk  basis. 

Another  factor  which  contributed  was  the  low  level  of 
inventories,  most  everywhere.  Shelves  were  bare,  people’s 
equipment  was  worn  out,  they  had  done  without 
6659  things  during  the  war,  and  as  a  result  of  that, 
merchants  and  customers  alike  were  willing  to  ab¬ 
sorb  almost  any  kind  of  a  markup  in  transportation  costs 
in  order  to  get  goods  on  the  shelves,  and  get  new  supplies 
in  their  homes. 

Q.  In  your  opinion  has  this  increased  air  cargo  activity 
by  non-scheduled  carriers  uncovered  any  basicly  new  cargo 
potential?  A.  I  think  not.  We  have  known  for  a  number 
of  years  the  fields  in  which  air  cargo  could  profitably  com¬ 
pete.  At  the  present  time  there  is  almost  a  fantastic  list 
of  things  that  have  been  carried  by  air,  which  in  normal 
times  wouldn’t  represent  potential,  such  as  machinery, 
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heavy  goods  of  all  kinds,  raw  materials,  most  of  them  at 
unprofitable  rates,  furniture,  and  in  some  extreme  cases, 
in  one  case  we  heard  of  “Cokes”  being  carried  to  Puerto 
Rico  by  air. 

This,  of  course,  is  not  a  measure  of  potential,  but  rather 
a  manifestation  of  an  extreme  emergency  in  the  market. 

When  supplies  become  normal  and  the  slack  is  taken  up 
by  the  producer  and  consumer  and  we  have  the  normal  flow 
of  goods,  it  is  doubtful  if  some  of  these  things  would  be 
susceptible  to  penetration  by  air. 

In  the  scramble  to  get  the  market  orderly,  shippers  will 
fight  over  pennies  or  even  fractions  of  pennies  in  tariffs. 
When  they  have  plenty  of  time  to  stock  their  shelves  and 
replace  in  an  orderly  fashion  their  depleted  inventories. 

Q.  What  is  Mid-Continent’s  position  generally  with  Te- 
spect  to  the  certification  of  freight  carriers?  A.  Gen¬ 
erally,  we  are  opposed  to  the  certification  of  ex- 
6660  elusive  freight  carriers  both  in  the  Mid-Continent 
area  which  we  serve  and  on  a  national  basis.  "We 
have  no  desire  to  perpetuate  a  profitable  monopoly  or  to 
wax  fat  on  passenger  business  and  subsidy  as  has  been 
charged  by  some  of  our  non-certificated  competitors. 

We  do  not  oppose  the  continuing  operation  of  non- 
scheduled  non-certificated  operators.  We  believe  that  they 
have  a  place  in  the  air  transportation  pattern.  We  be¬ 
lieve,  though,  that  they  should  be  regulated  the  same  as 
any  one  else  engaged  in  interstate  commerce. 

They  should  file  tariffs,  provision  should  be  set  up  to 
keep  out  discriminatory  practices,  they  should  have  a  uni¬ 
form  system  of  accounting  of — of  financial  accounting, 
safety  regulations  should  be  codified  and  adhered  to.  Be¬ 
yond  that,  we  think  there  is  a  place  for  them.  We  do, 
however,  oppose  their  certification. 

Our  studies  of  the  Mid-Continent  area  convinces  us  that 
an  all-freight  operation  over  the  system  which  Mid-Con¬ 
tinent  presently  operates,  would  be  unprofitable.  We  think 
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in  the  immediate  post  war  period  that  the  volume  of  busi¬ 
ness  there,  at  profitable  tariffs,  would  be  so  limited  that  it 
would  create  just  a  subsidy  carrier  by  putting  such  an 
operator  in  that  field. 

Q.  Does  Mid-Continent  oppose  any  particular  applica¬ 
tions  in  this  proceeding!  A.  Particularly,  we  oppose  the 
applications  of  California-Eastern  Airlines  insofar  as  they 
parallel  the  Mid-Continent  system.  I  believe  Standard  Air¬ 
lines,  whom  we  did  oppose,  has  withdrawn. 

6661  We  oppose  the  application  of  the  U.  S.  Airlines, 
directly. 

The  first  mentioned  carrier,  namely,  California-Eastern, 
who  provide  direct  competition  for  Mid-Continent  between 
New  Orleans  and  Houston,  and  between — I  beg  your  par¬ 
don,  between  Minneapolis  and  Houston,  and  between  Min¬ 
neapolis  and  New  Orleans. 

U.  S.  Airlines  would  provide  competition  in  the  New 
Orleans  and  Houston  area  from  St.  Louis,  Kansas  City. 

At  the  present  time  we  feel  there  is  no  need  for  com¬ 
petitive  service  on  our  line.  We  have,  according  to  a  very 
recent  analysis,  about  a  thousand  pounds  of  unused  cargo 
capacity  on  each  of  our  flights.  We  have  written  the  tariff 
at  the  lowest  possible  level  which  will  insure  an  economi¬ 
cally  sound  operation.  We  have  a  field  organization  ac¬ 
tively  engaged  in  promoting  this  work,  trying  to  attach 
business. 

We  have  a  central  organization  which  is  headed  up  by 
a  superintendent  of  air  freight  and  express,  and  we  are 
doing  continuing  research  in  the  field  trying  to  uncover 
new  markets  and  develop  new  commodities,  developing 
packaging  techniques. 

We  have  even  offered  to  go  into  plants  and  study  par¬ 
ticular  problems  where  we  could  adapt  their  output  to  air 
transportation  if  such  service  would  appear  to  be  of  value. 

We  oppose  carriers.  We  oppose  the  carriers  certificated 
on  a  national  basis  as  they  have  been — rather,  as  applica- 
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tion  has  been  made  in  this  hearing  on  the  so-called  area 
theory,  which  seems  to  predominate,  on  the  basis  that  Mid- 
Continent  in  the  past  has  obtained  a  major  portion 

6662  of  its  revenue  as  connecting  business  at  airline  cen¬ 
ters;  before  the  war  as  much  as  60  percent  of  our 

tariff  w’as  of  connecting  tariff  with  other  airlines. 

We  are  convinced  if  we  are  to  maintain  a  healthy  freight 
operation  on  a  Mid- Continent  system  that  we  must  have 
connecting  traffic. 

Q.  Before  we  leave  that  point:  Will  you  clear  up  the 
expression  that  you  used,  “60  percent  of  our  tariff’  ?  A. 
I  beg  your  pardon.  60  percent  of  our  gross  revenue.  That 
figure  has  decreased  now  to  about  35  percent  of  our  gross 
revenue  coming  from  connecting  business. 

Q.  You  made  in  the  first  part  of  your  answer  reference 
to  the  trade  conditions  in  Mid-Continent’s  territory,  in¬ 
dicating  that  you  through  a  freight  operator  could  not 
survive.  Will  you  elaborate  upon  the  freight  potential  of 
Mid-Continent’s  territory,  of  the  routes  certificated 

6663  by  Mid-Continent?  A.  Roughly,  the  Mid-Continent 
area  can  be  divided  into  four  zones,  for  purposes 

of  analysis. 

The  first  one,  which  I  shall  delineate  as  zone  1,  lies  be¬ 
tween  the  Canadian  border  and  a  line  drawn  east  and  west 
through  the  Twin  Cities. 

Zone  2  may  be  established  as  that  territory  embraced 
between  a  line  drawn  east  and  west  through  Minneapolis 
and  St.  Paul  and  between  Omaha  and  Des  Moines. 

Zone  3  would  be  the  area  immediately  south  of  this; 
that  is,  between  Omaha-Des  Moines  and  a  line  between 
Kansas  City  and  St.  Louis. 

And  zone  4  would  be  that  vast  territory  south  of  Kansas 
City,  extending  from  the  Kansas  City-St.  Louis  line  to  the 
Gulf. 

Q.  Will  you  outline  as  briefly  as  possible  the  general 
production  characteristics  and  freight  movement  in  zone 
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1  ?  A.  Zone  1  depends  entirely  upon  four  or  five  products 
for  its  economy;  that  is,  north  of  the  Twin  Cities.  Iron 
ore,  lumber — that  is,  heavy  timber  and  pulp  stock — beef, 
grain,  and  leather  would  just  about  include  the  basic  com¬ 
modities  which  that  area  produces.  It  is  true,  there  are  a 
few  coal  deposits  up  there,  which  are  not  very  important, 
and  there  is  some  petroleum  activity. 

Traditionally,  the  iron  ore  has  moved  over  the  Great 
Lakes  to  Cleveland  and  Pittsburgh,  and  finished  steel 
products  have  flown  back  into  the  area;  usually  by  rail, 
of  course. 

Most  of  the  lumbering  activities  are  conducted  on 
6664  the  Lakes,  that  is,  most  of  the  timber  goes  to  paper 
pulp,  which  moves  over  the  Lakes,  and  some  heavy- 
timber  moves  by  truck  and  by  rail. 

The  cattle,  the  grain,  the  leather,  all  find  their  way  to 
the  Chicago  market. 

This  area,  like  all  of  Mid-Continent’s  system,  produces 
a  surplus  of  food  products  and  therefore  has  this  type  of 
commodity  to  dispose  of,  which  is  usually  marketed  in  the 
Chicago  market. 

Q.  Give  us  similar  information  about  what  you  identified 
as  zone  2.  A.  First,  one  or  two  more  points  I  would  like 
to  mention  about  zone  1. 

Q.  All  right.  A.  That  is,  we  have  two  important  cities 
in  there — three,  actually:  Minneapolis,  St.  Paul,  and  Du¬ 
luth.  Each  of  these  cities  manufactures  a  substantial 
amount  of  products,  but  they  are  usually  consumed  locally, 
with  one  or  two  exceptions. 

Mr.  Beitel:  Mr.  Examiner,  may  I  inquire  from  counsel 
if  there  is  an  exhibit  or  something  which  Mid-Continent 
has  filed  in  a  prior  case  which  has  these  statistics,  to  which 
reference  could  be  made? 

Mr.  Cross:  I  don’t  think  so,  Mr.  Examiner. 

Examiner  Cusick:  You  may  proceed. 
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The  Witness:  These  cities  are  important  marketing 
centers,  but  most  of  the  goods  they  distribute  come  from 
the  Chicago  market  or  from  New  York  or  from  Detroit 
or  Cleveland,  and  not  from  other  cities  on  the  Mid- 

6665  Continent  system.  For  example,  farm  machinery 
comes  from  Milwaukee,  automobiles  from  Detroit, 

electrical  appliances  from  Cleveland.  The  entire  economy 
of  this  area,  including  these  major  cities,  is  very  closely 
woven  into  the  Chicago  trade  area. 

By  Mr.  Cross: 

Q.  Now  will  you  proceed  to  describe  zone  2  briefly, 
please?  A.  Zone  2  is  primarily  agricultural  in  character. 
It  produces  grain  and  livestock  and  agricultural  produce. 
It  produces  a  surplus  to  its  owm  needs,  which  is  marketed 
over  the  Chicago  market. 

As  you  approach  Chicago,  manufacturing  becomes  im¬ 
portant.  It  is  cities  like  Cedar  Rapids,  Dubuque,  Waterloo, 
and  a  few  others,  that  produce  road-building  equipment, 
steel  and  wire  products,  and  many  others,  which  are  all 
marketed  in  Chicago,  about  five  or  six  hours  away  by  rail. 
Omaha  and  Des  Moines  are  marketing  centers  which  serve 
very  wealthy  rural  communities,  but  the  goods  which  they 
redistribute  are  shipped  from  Chicago. 

Q.  Can  you  compare  zone  3  with  zone  2,  please?  A. 
Zone  3  is  very  similar,  in  that  it  primarily  produces  agri¬ 
cultural  produce,  grain  and  beef,  most  of  which  is  mar¬ 
keted  at  Chicago.  The  two  major  cities  are  Kansas  City 
and  St.  Louis,  which  are  extensive  manufacturing  centers. 
St.  Louis  manufactures  shoes,  electrical  equipment,  phar¬ 
maceuticals,  steel  products,  and  food  products.  With  the 
exception  of  pharmaceuticals  and  shoes  and  electrical  ap¬ 
pliances,  the  balance  of  their  products  are  dis- 

6666  tributed  in  the  immediate  south,  as  far  south  as 
New  Orleans,  as  far  east  as  Birmingham,  and  as  far 

west  as  Dallas.  St.  Louis  is  also  an  important  wholesale 
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center,  a  very  great  wholesale  market,  which  serves  this 
area,  and  the  goods  which  it  redistributes  come  from  Chi¬ 
cago  or  New  York. 

Kansas  City  manufactures  medium-grade  clothes,  steel 
products,  food  products,  flour,  and  packing-house  products 
such  as  meat,  hides,  and  related  commodities.  Kansas  City 
serves  the  immediate  south,  as  far  as  Fort  Smith,  and 
serves  the  market  west  about  500  miles. 

With  the  exception  of  the  medium-grade  clothing,  very 
little  of  Kansas  City’s  manufactured  goods  has  national 
distribution,  the  balance  being  consumed  in  the  immediate 
trade  area  which  I  have  outlined. 

Q.  Give  us  similar  information  for  zone  4.  A.  Now, 
zone  4,  which  we  described  as  lying  south  of  Kansas  City- 
St.  Louis  and  extending  to  the  Gulf,  depends  almost  100 
percent  upon  mineral  products  for  its  livelihood.  About 
50  percent  of  our  Nation’s  supply  comes  from  that  area. 
Most  of  our  Nation’s  zinc  supply  comes  from  around 
Joplin.  In  fact,  ore  is  not  only  mined  there  locally  but  it 
is  imported  from  South  America,  where  it  is  rendered 
out;  probably,  as  the  market  becomes  more  acute,  more 
ore  will  be  imported. 

There  are  important  bauxite  deposits  in  that  area;  that 
is,  the  clay  which  supplies  aluminum.  There  is  high  grade 
carbon  coal  from  around  Fort  Smith,  which  is  shipped  to 
Birmingham  for  use  in  the  southern  steel  activities.  There 
is  considerable  sulphur  in  Louisiana. 

6667  But  all  of  these  commodities  in  this  area  are  not 
susceptible  in  any  quantity  to  air  transportation. 

We  have  two  great  ports  there  which  Mid-Continent 
serves,  the  ports  of  Houston  and  New  Orleans.  These  are 
both  important  world  ports,  but  95  percent  of  their  ton¬ 
nage  consists  of  petroleum,  minerals,  paper  pulp,  farm 
machinery,  coffee,  sugar,  sulphur,  and  commodities  of  that 
nature,  which  we  do  not  expect  to  carry  by  air  for  a  long 
time. 
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These  two  cities  are  important  distribution  points,  that 
is,  they  are  great  wholesale  centers.  Houston  serves  the 
area  to  the  west  of  it,  to  the  west  and  south.  It  has  ex¬ 
tensive  connections  with  all  the  cities  in  Oklahoma  and 
Texas.  It  operates  as  the  oil  capital,  or  the  oil-financing 
center,  of  the  petroleum  business.  It  redistributes  goods, 
though,  for  the  most  part,  which  are  purchased  in  Chicago 
or  St.  Louis  or  Dallas,  in  about  that  order  of  importance. 

New  Orleans  is  important  as  a  springboard  to  the  Latin- 
American  countries.  A  growing  amount  of  Latin-Ameri- 
can  exports  moves  out  of  New  Orleans.  Their  needs,  how¬ 
ever,  are  not  such  that  they  can  be  adapted  to  air  trans¬ 
portation. 

At  the  present  time,  the  Latins  are  buying  steel  rails, 
locomotives,  heavy  machinery  of  all  descriptions,  radios, 
steel  products,  rail-producing  equipment,  and  commodities 
which  of  course  are  not  susceptible  to  carriage  by  air. 

Q.  Have  you  analyzed  the  four  zones  in  the  Mid- Con¬ 
tinent  territory  or  on  Mid-Continent’s  routes  together, 
with  respect  to  the  air  cargo  potential  over  our  routes? 
A.  Yes,  we  have  given  that  very  careful  consideration. 

Now,  there  is  very  little  relationship  between  each 
6668  of  these  four  zones,  which  by  the  way  are  purely 
arbitrary;  there  is  a  natural  demarcation,  but  for 
purposes  of  the  study  they  are  an  arbitrary  separation. 

There  is  very  little  traffic  which  would  move  the  entire 
length,  the  entire  mileage,  of  our  system.  The  same  agri¬ 
cultural  products  which  are  recognized  as  an  important 
potential  for  air  cargo  are  found  in  almost  every  point 
on  our  system.  With  the  exception  of  wheat,  we  grow  just 
about  the  same  things  clear  up  and  down  the  line.  Of 
course,  some  of  these  heavy  goods  are  not  susceptible 
to  and  could  not  be  penetrated  by  air  transportation. 

Q.  Do  you  know  anything  about  the  freight-car  move¬ 
ment,  on  the  Mid-Continent  routes,  or  from  the  cities  that 
Mid-Continent  serves?  A.  Yes,  we  have  made  a  pretty 
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careful  study  of  that.  Now,  the  area  north  of  Kansas 
City,  for  example:  of  all  the  cars  originating  in  that  area 
— that  is,  carloads  of  freight — about  40  percent  were 
animal  and  agricultural  products,  and  another  40  percent 
were  minerals,  mineral  products.  And  considering  the 
entire  output  there,  only  about  20  percent  of  the  total  out¬ 
put  was  manufactured  goods,  or  anything  of  that  nature. 

We  analyzed  the  freight-car  loadings  of  the  Rock  Island 
Railroad,  which  provides  a  network  of  service  in  that 
area,  and  I  believe,  out  of  some  32,000,000  carloads  which 
originated  there  in  1945,  somewhat  less  than  300,000  of 
these  cars  were  package  cars ;  that  is,  they  contained  com¬ 
modities,  less-than-carload  lots,  which  would  offer  an  at¬ 
tractive  field  for  development  by  air  transportation. 
6669  South  of  Kansas  City,  we  analyzed  the  system  of 
the  Kansas  City  Southern  and  the  type  of  com¬ 
modities  which  originated  on  there,  and  once  more  we 
found  that  95  percent  of  the  merchandise  carried  by  that 
road,  which  originated  in  that  area,  was  petroleum  or 
mineral  products  or  heavy  machinery,  paper  pulp,  lumber, 
grain,  and  beef.  Out  of  some  6,000,000  cars  which  or¬ 
iginated  in  1945,  I  believe  about  30,000  were  package  cars, 
or  less-than-carload  lots. 

Q.  Does  Mid-Continent  anticipate  any  air  cargo  traffic 
between  points  on  its  system!  A.  We  expect  to  develop 
a  flourishing  package  delivery  business,  which  will  grow 
*  with  development,  but  we  believe  that  this  business  must 
be  carried  on  in  conjunction  with  a  passenger  and  an 
air-mail  business.  We  believe  that  the  volume  in  the  im¬ 
mediate  postwar  period  is  too  small  to  submit  to  an  all¬ 
cargo  operation.  In  fact,  we  have  considered  this  type 
of  operation  and  abandoned  it,  inasmuch  as  we  have  ca¬ 
pacity  on  our  present  flights.  It  appeared,  of  course,  it 
would  be  poor  business  judgment  to  put  on  an  all-cargo 
flight  when  our  regular  flights  were  carrying  a  surplus  of 
cargo  capacity. 
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Q.  In  connection  with  this  consideration,  did  you  have 
occasion  to  investigate  trucking  operations  between  the 
cities  served  by  Mid-Continent?  A.  We  did,  and  we  found 
a  very  unusual  situation.  There  were  somewhere  between 
19  and  25  trucking  operations  which  crossed  Mid-Con¬ 
tinent's  route  at  some  point  and  served  short  segments  of 
it.  We  did  not  find  a  case  where  a  single  truck  operator 
operated  the  entire  length  of  our  system,  nor  did 
6670  we  find  a  single  instance  where  a  truck  operator 
served  a  major  segment  of  our  system. 

Usually,  the  truck  operations  will  serve  a  short  seg¬ 
ment  of  our  route,  where  it  is  part  of  an  east-west,  opera¬ 
tion. 

Now,  north  of  Kansas  City,  most  of  the  truck  operators 
operate  east  and  west.  South  of  Kansas  City,  they  operate 
north  and  south.  A  few  start  at  Kansas  City  and  operate 
south  as  far  as  Fort  Smith  and  terminate  there. 

Starting  at  the  southern  terminal,  New  Orleans,  there 
were  a  number  of  operations  which  extended  north  a  few 
hundred  miles,  maybe  as  far  as  Shreveport  or  Texarkana, 
and  then  turned  east  or  west,  but  in  no  case  did  any  of 
these  provide  service  over  the  entire  length  of  our  southern 
segment. 

Now,  there  is  a  railroad  in  the  area  that  operates  a 
truck  line  as  a  subsidiary.  Their  balance  sheet  for  1945 
showed  that  they  suffered  an  operating  loss  of  about 
$180,000  on  their  truck  operation. 

So  it  would  appear,  from  the  type  of  trucking  service 
that  is  offered  to  our  communities,  that  the  truck  com¬ 
panies  have  had  just  about  the  same  experience  that  we 
anticipate;  that  is,  for  the  nature  of  the  haul,  the  length 
of  the  haul,  and  the  type  of  commodity  which  can  be 
carried. 

Q.  What  air  freight  service  is  Mid-Continent  presently 
operating  or  offering  the  public?  A.  At  the  present  time, 
we  are  offering  six  schedules  a  day  between  the  Twin 
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Cities  and  Kansas  City,  and  two  schedules  a  day  between 
New  Orleans  and  Kansas  City.  I  believe  on  some 

6671  of  the  shorter  segments  there  is  an  overlapping  of 
additional  service,  but  that  is  the  through  service 

at  the  present  time. 

Q.  Have  you  made  a  study  of  the  tariffs  at  which  com¬ 
modities  move  by  surface  and  air  transportation  in  the 
Mid-Continent  area  or  over  Mid-Continent’s  routes!  A. 
We  have  talked  to  many  shippers.  We  have  discussed 
frankly  with  them  what  kind  of  a  rate  would  be  attrac¬ 
tive,  what  it  would  take  to  get  their  business.  We  have 
told  them,  “Now,  we  have  so  much  capacity  we  can  guaran¬ 
tee  you  every  day  to  New  Orleans.  What  would  that  be 
worth  to  you!”  We  have  discussed  the  problem  of  what 
they  are  presently  paying.  And  we  have  arrived  at  certain 
conclusions  and  found  out  the  nature  of  the  competition. 

At  the  present  time,  this  heavy  goods,  these  heavy  com¬ 
modities  which  I  have  discussed — that  is,  gravel  and  coal 
and  petroleum  and  grain  and  cattle  and  crushed  rock  and 
ore — all  move  at  a  tariff  of  less  than  a  cent  a  ton-mile. 
Of  course  it  would  be  folly  to  attempt  to  compete  in  that 
type  of  business.  I  can’t  even  dream  up  an  airplane  that 
could  compete  successfully  on  that  type  of  operation. 

The  shippers  make  extensive  use  of  less-than-carload 
lot  shipments  on  the  available  railroads.  They  pay  slight¬ 
ly  more  than  4  cents  a  ton-mile  for  that  service.  There 
are  a  number  of  freight  forwarders  who  operate  in  the 
area,  national  and  local  ones,  and  the  rate  which  presently 
is  being  charged  there  is  somewhat  under  4  cents  a  ton- 
mile,  and  considerable  use  is  made  of  that. 

6672  There  is  a  great  deal  of  shipping — shippers  will 
express  a  preference  for  this  particular  service — by 

railway  express,  and  where  the  shipments  are  somewhere 
in  the  vicinity  of  300-  to  500-pound  lots,  tariff  runs  around 
10  cents  a  mile. 
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Q.  10  cents  per  ton-mile?  A.  10  cents  per  ton-mile. 

We  have  discussed  this  with  a  good  many  operators, 
with  a  good  many  traffic  men,  and  we  find  that  they  are 
willing  to  submit  to  a  tariff  somewhere  around  9  or  10 
cents  a  ton-mile,  and  at  that  level  we  can  expect  a  steady 
demand  which  will  guarantee  uniform  load  factors.  At 
figures  above  that,  we  meet  varying  amounts  of  shipper 
resistance.  For  example,  when  we  sit  down  across  the 
table  and  talk  to  packers,  the  traffic  men  will  just  tell  you 
frankly  that,  “We  are  interested  in  a  9-cent  tariff,  and 
anything  above  that  we  are  not  interested  in.” 

The  garment  trade,  which  is  probably  our  second  biggest 
producer  in  the  area,  will  offer  some  potential,  at  from  15 
to  20  cents  per  ton-mile.  Probably  at  15  cents  a  ton-mile 
we  can  get  a  good  deal  of  the  business  that  now  goes  rail¬ 
way  express,  that  goes  over  a  distance  of  500  miles. 

At  the  higher  tariffs,  from  20  to  25  cents,  we  can  ex¬ 
pect  some  scattered  business;  that  is,  perishable  foods, 
high  fashion  lines  of  women’s  apparel,  frozen  foods,  a 
little  seafood  business;  but  nothing  in  sufficient  volume  to 
support  a  steady,  uniform  demand  which  would  insure  a 
load  factor  at  a  profitable  level  for  perhaps  six  days  a 
week,  which  would  permit  the  economic  utilization 
6673  of  equipment. 

At  rates  above  30  cents,  there  is  just  no  interest 
whatever — period.  I  mean,  there  is  no  business. 

At  rates  between  25  and  30,  there  is  some  scattered  busi¬ 
ness,  some  emergency  business,  some  traffic  that  will  re¬ 
sult  from  short  supplies  in  inventories,  the  desirability 
of  stocking  showrooms,  and  such  needs  as  that,  which  can 
profitably  be  served  in  conjunction  with  a  passenger  busi¬ 
ness,  but  which  cannot  be  handled  as  an  all-freight  opera¬ 
tion. 

Q.  Does  Mid-Continent  oppose  certification  of  exclusive 
air-cargo  carriers?  A.  Yes,  we  do.  Inasmuch  as  we  do 
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have  usable  capacity  on  our  present  system,  which  has 
been  offered  to  the  public  and  which  they  are  being  urged 
every  day  to  make  use  of,  and  considering  the  fact  that  our 
tariffs  are  as  low  as  they  can  be  and  still  make  an  economic 
return — that  is,  one  that  will  provide  revenue  enough  to 
pay  for  the  actual  cost  of  doing  business — we  feel  that  it 
would  be  unwise  to  certificate  another  carrier  in  there 
on  an  all-freight  basis.  We  believe  that  circumstances  be¬ 
ing  what  they  are,  such  a  carrier  would  quickly  come  into 
financial  difficulty  and  find  itself  in  the  need  class. 

As  a  matter  of  fact,  we  have  on  a  number  of  occasions, 
and  periodically  review  the  subject,  considered  putting  on 
all-freight  operations,  but  each  time  we  come  to  the  same 
conclusion:  that  as  long  as  we  have  unused  space  which 
is  offered  at  the  lowest  tariff  we  can  offer  it  without  pro¬ 
viding  destructive  competition  or  setting  up  discrimina¬ 
tory  rates,  then  we  feel  that  further  competition  is 
6674  not  needed,  or  that  there  is  no  room  for  an  addi¬ 
tional  carrier  or  service. 

Now,  on  a  national  basis,  I  believe  I  testified  earlier  that 
we  oppose  this  because  we  are  primarily  a  connecting 
carrier.  Our  passenger  business  has  always  been  some¬ 
what  in  the  nature  of  the  cross-town  bus.  We  meet  all 
the  schedules  at  all  important  terminal  points.  While  we 
do  carry  on  an  on-line  passenger  business,  and  we  expect 
an  on-line  freight  business,  we  believe  to  keep  a  healthy 
operation  going  we  need  this  connecting  business.  At  the 
present  time,  30  percent  or  35  percent  of  our  revenue  is 
of  a  connecting  nature. 

Should  exclusive  air  freight  carriers  be  certificated  on 
this  area  basis,  that  would  immediately  preclude  the  ex¬ 
change  of  any  traffic  at  our  junction  points,  and  we  feel 
that  the  same  condition  is  true,  to  my  knowledge,  of  all 
the  carriers:  there  is  marginal  capacity  on  each  flight. 
They  can  provide  service  to  points  which  are  not  proposed 
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in  this  hearing  on  the  area  theory,  and  therefore  we  op¬ 
pose  the  certification  of  these  carriers  on  that  basis. 

Q.  In  reaching  that  conclusion,  forming  that  opinion, 
did  you  have  an  opportunity  to  observe  the  operations  of 
an  air-cargo  carrier  along  Mid-Continent’s  routes?  A. 
That  is  very  interesting.  With  all  the  glamour  that  has 
been  attached  to  the  air  freight  business,  and  with  people 
eager  to  get  into  the  business,  none  have  been  attracted 
to  the  Mid-Continent  area;  that  is,  a  relatively  small 
number.  To  my  knowledge,  only  one  non-scheduled  freight 
operator  has  attempted  to  penetrate  our  market. 
6675  That  is  the  Kansas  City  Southern  Air  Freight  Com¬ 
pany.  That  company  is  not  identified  with  this 
hearing.  It  does  not  seek  a  permanent  certificate.  And  the 
fact  that  there  are  no  other  carriers  in  there  would  cer¬ 
tainly  indicate  that  there  must  be  a  limited  potential,  even 
from  the  trade’s  point  of  view. 

Q.  What  is  Mid-Continent  doing  to  promote  air  cargo 
development  ?  A.  As  I  have  indicated,  we  have  written  a 
tariff  which  has  been  filed  with  the  Board.  The  maxi¬ 
mum  rate,  I  believe,  in  that  tariff  is  around  26  cents,  and 
scales  down  for  volume  shipments.  We  anticipate  getting 
about  a  20-cents-per-ton-mile  yield  out  of  the  tariff,  which 
is  about  as  low  as  we  can  hope  to  offer  and  still  break 
even.  We  have  an  extensive  field  organization  in  each  of 
our  major  cities,  who  are  attempting  to  educate  shippers 
and  sell  this  service.  We  have  a  central  organization  which 
is  promoting  the  business  as  actively  as  possible.  We  carry 
on  a  continuous  research  program.  We  attempt  to  supply 
our  field  men  with  any  data  we  can  about  the  movement 
of  freight,  new  industries  that  have  opened  in  the  area, 
or  the  type  of  competition  that  they  will  have  to  deal 
with,  or  just  any  other  contribution  we  can  make  with  re¬ 
gard  to  markets  or  commodities  or  tariffs. 

Q.  Do  you  have  anything  else  you  wish  to  add  to  your 
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testimony?  A.  The  only  comment  which  I  might  make 
in  closing  is  that  the  certification  of  the  presently  non- 
certificated  operators  would  result  in  the  retarding 
6676  of  this  development  rather  than  in  the  development 
of  it.  Tariffs  are  the  big  stumbling  blocks;  trying 
to  provide  a  service  which  the  shippers  will  accept  and 
which  can  fit  into  the  economy  of  their  shipping  problems. 

We  feel  that  this  has  to  develop  a  little  at  a  time;  that 
is,  as  the  business  progresses  and  as  the  art  progresses — 
that  is,  the  development  of  aircraft  equipment;  when  we 
can  get  equipment  that  will  operate  cheaper;  when  the 
conditions  change  to  the  point  where  the  volume  brings 
the  rate  down.  And  we  expect  to  continue  to  carry  this 
business  on  as  a  service  which  will  grow  and  which  will 
become  more  economical,  just  as  passenger  fares  have, 
and  just  as  the  experience  of  other  operators  has  indi¬ 
cated:  that  when  the  volume  gets  to  a  certain  point,  it 
develops  along  to  where  rates  can  come  down.  We  feel 
that  an  operator  who  might  enter  this  field  and  reduce 
tariffs  to  the  point  that  they  would  be  destructive  com¬ 
petition  would  actually  slow  down  the  development  rather 
than  accelerate  it. 

*  #  *  •  # 

6679 

•  •  •  •  * 

Cross  Examination 
By  Mr.  Beitel: 

Q.  Has  Mid-Continent  ever  operated  any  all-cargo 
ships?  A.  No. 

•  •  •  *  • 

6686  Cross  Examination 
By  Mr.  Zapple: 

Q.  What  effect  will  the  issuance  of  a  temporary  cer¬ 
tificate  to  the  applicants  in  this  case  have  on  the  sound 
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Proceedings 

development  of  air  transportation?  A.  Well,  that  is  a 
little  bit  broad. 

Examiner  Cusick:  The  air  transportation  system  of  the 
country;  is  that  what  you  mean,  Mr.  Zapple? 

Mr.  Zapple :  Yes. 

The  Witness:  It  would  certainly  contribute  to  the  finan¬ 
cial  difficulties  of  the  certificated  carriers.  I  believe  every 
one  of  them,  presuming  we  are  talking  generally  here,  has 
space  to  sell.  Certainly  Mid-Continent  has.  We  just 
wouldn't  have  any  cargo  business  if  another  carrier  were 
certificated  over  our  system.  There  is  such  a  little  now 
that  when  you  divided  it,  it  would  result  in  a  very  lean 
operation  for  both  operators.  It  just  wouldn’t  develop. 

•  *  •  •  • 

6691 

•  •  •  •  • 

Mr.  Markham:  We  are. 

May  we  have  marked  for  identification,  please,  the 
material  which  has  already  been  distributed  and  which 
now  bears  the  identification  marks :  Exhibits  ATA-1 
through  ATA-7. 

Examiner  Cusick :  The  exhibits  referred  to  will  be 
marked  for  identification. 

(Exhibits  ATA-1  thru  ATA-7  marked  for  identification) 

Mr.  Markham :  May  I  point  out  that  the  page  following 
Exhibit  ATA-3,  and  which  is  entitled  “Passenger  Total 
Tonnage  Priority  Factors  for  Transcontinental  and  Coastal 
Air  Routes,  Critical  Segments  for  Selected  periods  from 
September  24,  1942  to  December  31,  1944,”  should  bear 
the  identification  Exhibit  ATA-4? 


2575 


Excerpts  from  Testimony  of  S.  G.  Tipton 

S.  6.  Tipton 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Markham: 

Q.  Will  you  state  your  name  and  address  for  the  Re¬ 
porter,  please,  Mr.  Tipton?  A.  S.  G.  Tipton,  1107 

6692  16th  Street,  Washington,  D.  C. 

Q.  Are  your  qualifications  correctly  set  forth  in 
Exhibit  ATA-1?  A.  They  are. 

Q.  Do  you  adopt  as  your  testimony  in  this  proceeding, 
the  statement  contained  in  Exhibit  AT A-2  ?  A.  I  do. 

Q.  Do  you  have  any  corrections,  additions,  or  explana¬ 
tions  that  you  care  to  make  at  this  time  in  connection 
with  that  statement?  A.  I  do;  a  few. 

Referring  to  page  20  of  ATA-2,  you  will  find  there  in 
the  first  full  paragraph,  starting  “Their  effort  in  develop¬ 
ing,” — I  would  like  to  explain  that  the  reference  to  Exhibit 
ATA-7  there  has  relation  to  the  first  nine  months  of  1946. 

The  tenth  month  referred  to  in  the  paragraph,  October, 
is  on  the  basis  of  estimated  figures. 

ATA-7  was  based  on  the  2780’s.  It  was  impossible  to  take 
the  October  figure  from  the  2780's,  because  they  weren't 
complete  at  that  time. 

So  the  statements  of  freight  tonnage  here  reflect  pre¬ 
liminary  October  figures. 

Q.  Is  there  another  correction  or  addition  that  you  wish 
to  make  on  that  page?  A.  Yes.  In  the  list  of  carriers, 
indicating  the  effective  dates  of  their  freight  tariffs,  there 
should  be  added  at  the  end  of  that  list:  Northeast,  January 
13,  1947. 

Then,  turning  to  AT  A  No.  4,  there  is  a  typographical 
error  that  should  be  corrected  in  the  title  of  that 

6693  exhibit.  It  now  says  “Passenger  Total  Tonnage”  in 
the  title.  It  should  be  “Passenger  and  Total  Ton¬ 
nage”,  and  so  forth. 
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Q.  Should  not  Exhibit  ATA-7  bear  a  footnote  showing 
the  source  of  the  figures,  as  the  forms  2780?  A.  Yes,  that 
is  an  additional  correction  that  should  be  inserted  in  ATA-7. 

Q.  Now,  do  you  have  any  comments  that  you  care  to 
make  with  regard  to  the  portion  of  vour  statement  con¬ 
tained  in  Part  3?  A.  Yes.  About  an  hour  after  this  state¬ 
ment  was  distributed  at  the  hearing,  the  CAB  adopted  a 
series  of  amendments  to  Part  42,  which  affect  some  of  the 
statements  in  that  part  of  the  testimony. 

They  have  the  general  effect  of  making  the  requirements 
of  Part  42  on  non-scheduled  air  carriers  more  severe  than 
is  stated  there,  or  in  the  regulations  effective  at  the  time 
I  wrote  the 'statement. 

However,  it  does  not  affect  the  validity  of  the  statement 
as  far  as  past  operations  are  concerned,  since  those  regu¬ 
lations,  changes  and  so  forth,  are  effective  at  the  earliest 
on,  I  believe,  January  15th. 

As  a  matter  of  fact,  the  change  in  regulation  bears  out 
the  statement  made  in  the  testimony,  in  Part  3,  that  it 
could  be  expected  that  the  regulations  to  be  imposed  on 
non-scheduled  air  carriers  would  be  made  more  severe, 
or  that  the  regulations  imposed  upon  scheduled  air  carriers 
would  be  relaxed.  The  increase  in  severity  on  the  non- 
scheduled  air  carriers  occurred  a  little  more  rapidly 
6694  than  I  thought  it  would. 

Q.  So  far,  then,  as  past  operations  of  non-sched¬ 
uled  air  carriers — that  is  common  carriers —  are  concerned, 
the  comparison  contained  in  your  statement  between  the 
regulations  applicable  to  them  and  those  applicable  to 
scheduled  carriers  is  not  affected  by  the  amendment  of 
Part  42?  A.  No. 

Q.  So  far  as  both  the  past  and  future  operations  of  con¬ 
tract  carriers  is  concerned,  does  the  amendment  of  Part 
42  change  the  statement  in  any  respect?  -  A.  No,  not  in  any 
respect.  Neither  Part  42  nor  the  amendments  to  Part  42 
apply  to  contract  carriers. 
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Q.  And  the  regulations  applicable  to  scheduled  carriers 
have  not  been  changed?  A.  No,  they  have  not  been 
changed. 

Q.  So  that  the  net  result  of  the  change  is  simply  that 
between  the  effective  date  of  the  amendment  of  Part  42  and 
the  date  when  any  non-scheduled  carrier  would  be  certifi¬ 
cated,  it  will  be  required  to  observe  somewhat  stricter 
safety  regulations  than  have  been  applicable  to  it  in  the 
past.  A.  That  is  right. 

Q.  With  those  corrections,  additions,  and  explanations 
in  your  statement,  is  the  statement  correct  to  the  best  of 
your  information  and  belief?  A.  It  is. 

Q.  Were  Exhibits  ATA-3  to  ATA-7,  inclusive,  prepared 
under  your  direction  and  supervision?  A.  They 
6695  were. 

Q.  Are  they  correct  to  the  best  of  your  informa¬ 
tion  and  belief?  A.  They  are. 

•  •  •  •  • 

6710 

•  #  •  •  • 

Cross  Examination 
By  Mr.  Page: 

Q.  Mr.  Tipton,  do  you  know,  as  a  matter  of  fact,  how 
many  copies  of  your  prepared  statement,  which  has  been 
identified,  have  been  made? 

Mr.  Markham:  I  object,  Mr.  Examiner.  That  is  com¬ 
pletely  irrelevant. 

Mr.  Page:  It  is  a  preliminary  question,  Mr.  Markham. 

Mr.  Markham:  The  statement  was  run  off  under  my 
direction,  not  Mr.  Tipton’s  and  I  will  be  happy  to  state 
that  two  hundred  copies  were  prepared.  The  only  copies 
that  have  been  distributed  were  those  that  have  been  dis¬ 
tributed  in  this  room  and  those  that  were  mailed  to  the 
parties  in  the  case.  So  far  as  I  am  aware,  no  other  copies 
have  been  distributed. 
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Mr.  Page:  That  is  satisfactory,  as  far  as  the 

6711  answer  is  concerned,  Mr.  Examiner. 

By  Mr.  Page: 

Q.  Mr.  Tipton,  does  the  Air  Transport  Association 
oppose  all  the  applications  of  the  non-scheduled  applicants 
in  this  proceeding? 

Mr.  Markham:  I  don’t  like  to  object  to  that  question, 
Mr.  Examiner,  but  I  submit  that  the  position  of  a  party 
is  a  matter  for  counsel  to  state  and  not  a  matter  for  a  wit¬ 
ness.  I  appreciate  that  the  practice  has  been  otherwise  in 
this  proceeding.  I  will  be  perfectly  happy  to  state  the  po¬ 
sition  of  the  Association. 

Mr.  Page:  Well,  Mr.  Examiner,  there  is  a  lot  of  sensi¬ 
tivity  being  shown  here  at  the  very  outset  of  cross  examina¬ 
tion.  That  is  a  perfectly  logical  question,  that  has  been 
asked  of  a  good  many  of  the  parties. 

Examiner  Cusick:  I  have  heard  enough.  The  objection 
is  overruled.  You  may  answer. 

The  Witness:  The  Association  is  interested  in  the  de¬ 
velopment  of  a  sound  air  transportation  system.  That  is 
stated  as  one  of  the  purposes  of  the  organization,  and  its 
position  in  this  case  is  in  pursuance  of  that  policy.  The 
Association  does  not  take  a  position  in  opposition  to  any 
particular  applicant  in  this  case. 

The  Association  does  take  a  position  against  the  certifi¬ 
cation  of  property-only  carriers. 

It  takes  that  position  because  it  feels  that  that  will  not 
contribute  to  the  soundness  of  the  development  of  the  sys¬ 
tem,  bat  will  have  the  contrary  effect. 

A  more  economically  sound  system,  we  believe, 

6712  can  be  developed  if  specialized  carriers  of  the  kind 
involved  here  are  not  certificated. 
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6742 

•  *  #  •  * 

Cross  Examination 
By  Mr.  Hale : 

Q.  Is  there  any  question  that  the  study  that  has  been 
referred  to  considerably  here  has  had  a  substantial  effect 
in  the  formulation  of  the  air  freight  plans  of  certificated 
carriers'?  A.  The  plans  which  are  set  forth  in  my  state¬ 
ment  were  developed  by  the  airlines  themselves.  They  took 
the  position  that  they  wanted  to  do  this  and  wanted  to  do 
that.  Finally,  the  program  was  developed.  I  cannot  state 
to  what  extent  the  reports  of  Air  Cargo,  Inc.,  affected  their 
judgment  on  this  issue  of  policy. 

Q.  This  second  stage  that  your  statement  reflects  repre¬ 
sents  a  progression  of  events  from  that  basic  study  that 
was  made  by  Air  Cargo,  Inc.,  in  the  first  place?  A.  That 
question  is  not  clear  to  me. 

Mr.  Hale:  Perhaps,  if  the  reporter  could  read  it  back. 

Examiner  Cusick :  Read  it  back,  Mr.  Reporter. 

(The  pending  question,  as  above  recorded,  was  read  by 
the  reporter). 

The  Witness:  The  developments  which  took  place  pre¬ 
ceding  the  final  development  of  this  air  cargo  program, 
had  as  one  of  the  elements  the  Air  Cargo,  Inc.,  studies. 
That  is  true.  The  extent  to  which  those  studies  affected 
the  judgment  of  the  airlines  in  developing  their  program, 
I  cannot  state. 

6743  Q.  As  I  understand  it,  you  took  the  position  in 
this  case  that  you  opposed  the  specialty  carriers  or 

in  this  case  those  proposing  only  freight  operations,  be¬ 
lieving  that  it  was  not  a  sound  development  of  air  trans¬ 
portation.  Could  you  expand  on  that  as  to  why  you  reached 
that  conclusion?  A.  I  would  suggest  that  that  question  be 
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reserved  for  Dr.  Sorrell,  who  will  be  the  next  witness,  and 
he  can  develop  that  point  of  view  considerably  better  than 
I  can. 

Q.  Perhaps  you  could  reserve  this  one,  too:  Do  you 
know  in  what  instances  the  Air  Transport  Association  has 
opposed  specific  types  of  applicants  for  certificates  of 
convenience  and  necessity?  A.  According  to  my  recollec¬ 
tion,  the  Air  Transport  Association  has  never  done  that. 

Q.  Isn’t  it  a  fact  that  the  Association,  or  the  majority 
of  its  members,  are  of  that  opinion,  with  respect  to  service 
carriers?  A.  The  Association  has  consistently  opposed  the 
certification  of  service  carriers  as  air  carriers. 

Q.  What  1  would  like  to  know  from  you,  if  you  can  tell 
me,  is  what  there  is  that  you  feel  about  an  air  freight 
applicant  that  justifies  the  opposition  of  the  Association 
or  its  members? 

Mr.  Markham:  The  witness  has  indicated  what  the 
reasons  were ;  that  they  were  economic,  and  that  Dr.  Sorrell 
would  explain  that. 

Mr.  Hale:  Very  welL 

6744  By  Mr.  Hale: 

Q.  Are  they  entirely  economic?  A.  Yes. 

Q.  If  they  are  entirely  economic,  then  it  comes  down  to 
the  question  as  to  the  number  of  carriers  that  should  be 
certificated,  does  it  not,  rather  than  anything  basically 
wrong  about  the  applicants  who  are  proposing  a  particular 
type  of  service? 

The  Witness:  May  I  have  that  question  again,  please? 

(The  pending  question,  as  above  recorded,  was  read  by 
the  reporter). 

The  Witness :  I  would  say  it  did  not  come  down  to  that 
at  all.  I  think  this  question  also  bears  on  the  testimony  of 
Dr.  Sorrell,  who  will  follow,  but  I  do  not  think  it  gets  down 
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to  just  the  number  of  carriers  that  are  to  be  certificated. 
It  bears  on  the  type  of  carriage  and  the  type  of  air  car¬ 
rier  organization  which  is  under  discussion  here. 

By  Mr.  Hale : 

Q.  There  are  no  reasons,  other  than  economic  ones,  that 
you  are  in  a  position  to  testify  to,  that  leads  you  to  the 
conclusions  to  oppose  the  applicants  for  freight  only?  A. 
There  are  no  other  reasons.  It  is  not  a  question  of  being 
in  a  position  to  testify  to  that. 

Q.  What  I  am  trying  to  do  is  get  you  in  the  position 
of  stating  what  reasons,  if  there  are  any,  why  the  Air 
Transport  Association  opposes  the  freight  only  applicants, 
while  it  takes  no  position  similar  to  that  with  respect  to, 
say,  feeders  or  to  any  other  particular  class  of  applicants 
for  certificates  of  convenience  and  necessity.  A. 
6745  That  will  be  explained  by  Dr.  Sorrell. 

Q.  So  that  his  answer,  those  going  to  the  economic 
situation,  are  the  only  considerations?  A.  They  are  the 
only  considerations. 

Q.  Has  the  Association  taken  any  position  with  respect 
to  the  regulation  of  contract  carrier  activities,  that  is, 
through  proposed  legislation  of  any  kind?  A.  Yes.  The 
Association  has  recommended,  in  early  1943,  that  contract 
carriers  be  subjected  to  the  same  type  of  economic  regula¬ 
tion  and  safety  regulations  that  the  common  carriers  are, 
and  at  a  meeting  held,  as  a  matter  of  fact,  on  November  29, 
of  this  year,  the  members  of  the  Association  decided  to  re¬ 
new  that  recommendation  to  the  next  Congress. 

Q.  Do  you  have  any  knowledge  as  to  the  considerations 
that  were  involved  in  recommending  that  regulation?  A. 
I  can  state  one  major  consideration  that  had  its  bearing 
on  reaching  that  conclusion.  That  was  the  fact  that  the 
contract  carrier  operations  could,  without  being  subject 
to  the  restrictive  regulation  that  the  common  carrier  is 
under,  would  be  placed  in  a  more  favorable  competitive 
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position  than  the  common  carrier  was  in,  and  that  was 
regarded  as  discriminatory  to  leave  such  a  carrier  com¬ 
pletely  in  the  clear  while  restricting  the  common  carrier 
very  closely  in  the  way  they  could  do  business. 

The  members  also  had  in  mind  the  fact  that  it  had  been 
found  necessary  to  prescribe  regulations  for  contract 
carriers  in  the  motor  carrier  and  water  carrier  fields. 

6746  Q.  Is  the  fact  that  there  is  practical  difficulty 
experienced  in  distinguishing  between  contract  car¬ 
riage  and  common  carriage  enter  at  all  into  that  proposal, 
do  you  know?  A.  I  do  not  recall  that  specifically. 

Q.  It  is  a  very  practical  difficulty,  is  it  not?  A.  Yes. 

Q.  Returning  to  the  other  line  of  questioning  for  a  min¬ 
ute,  since  you  indicate  that  economic  questions  are  the 
only  ones  which  led  to  the  position  that  the  Association 
has  taken  with  respect  to  freight  operators,  if  the  Board 
should  conclude  that  economic  consideration  did  justify  the 
certification  of  a  limited  number  of  such  air  freight  car¬ 
riers,  would  there  be  any  objection,  to  your  knowledge, 
to  their  becoming  members  of  the  Association?  A.  Not 
to  my  knowledge. 

Q.  As  a  matter  of  fact,  is  it  the  policy  of  the  Associa¬ 
tion  to  increase  that  membership  as  much  as  possible,  to 
spread  their  expenses,  and  so  forth?  A.  I  cannot  testify 
to  that,  precisely,  but  I  do  know  that  based  on  the  past 
policy,  the  Air  Transport  Association  is  not  a  closed  corpo¬ 
ration.  It  is  an  association  set  up  to  provide  for  the 
scheduled  common  carriers  by  air  who  are  certificated  by 
the  Civil  Aeronautics  Board. 

Every  such  carrier  that  has  applied  has  been  received 
into  membership.  That  is  the  policy  now,  and  I  cannot 
forecast  what  will  happen  in  the  future,  but  I  think  that 
is  a  pretty  good  indication. 

Q.  To  what  extent  then  do  you  think  that  pres- 

6747  ent  policy  might  be  affected  by  reason  of  the  fact 
that  the  present  operators  have  organized  Air  Car¬ 
go,  Inc.? 

Might  not  that  affect  it  substantially? 
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Mr.  Morris:  Will  you  read  that  question  back,  please? 
I  did  not  hear  it. 

(The  pending  question,  as  above  recorded,  was  read  by 
the  reporter). 

The  Witness :  I  see  no  reason  why  it  should.  Air  Cargo, 
Inc.’s  certificate  and  by-laws  permit  the  holding  of  stock 
by  any  air  carrier  holding  a  certificate  issued  by  the  Civil 
Aeronautics  Board.  I  can  see  no  reason  why  the  organiza¬ 
tion  of  that  company  would  have  any  particular  bearing  on 
it. 

•  •  i  •  • 

Cross  Examination 
By  Mr.  Beitel: 

Q.  Mr.  Tipton,  did  you  prepare  Exhibit  ATA-2  your¬ 
self  or  did  you  have  someone  write  it  for  you,  or  did  you 
collaborate  with  anyone  on  it?  A.  I  wrote  it  myself,  with 
some  exceptions  which  are  supplied  here  and  there  in 
the  statement,  and  they  were  written  by  me  in  collabora¬ 
tion  with  others. 

Q.  Do  you  intend  to  make  any  additional  distribution 
of  this  statement  over  and  above  that  which  has  already 
been  made?  A.  I  don’t  intend  to. 

6748  Q.  Does  your  Association  intend  to?  A.  The 
only  one  for  w’hom  I  can  speak  is  myself. 

Inasmuch  as  your  transport  association  is  not  represent¬ 
ing  Pennsylvania  Central  Air  Lines  in  this  particular 
proceeding,  when  you  say  “airlines”  in  the  course  of  Parts 
I  and  II  of  your  testimony,  does  that  include  Pennsylvania 
Central  Air  Lines?  A.  In  making  the  historical  state¬ 
ment  of  what  was  done,  and  the  positions  taken,  that  would 
include  Pennsylvania  Central  Air  Lines.  I  am  not  repre- 
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seating  Pennsylvania  Central  Air  Lines  in  this  case,  but 
we  do  refer  to  the  group,  which  would  include  Pennsylvania 
Central  Air  Lines. 

Q.  In  this  case,  are  you  representing  the  airlines  en¬ 
gaged  in  foreign  air  transportation,  which  are  members  of 
the  Air  Transport  Association,  such  as  Pan-American, 
American  Overseas  Air  Lines,  et  cetera!  A.  Yes,  I  would 
say  that  we  were. 

Q.  Are  you  representing  the  Alaskan  Air  Carriers  who 
are  members  of  the  Air  Transport  Association  in  this  pro¬ 
ceeding!  A.  Yes. 

Q.  But  their  interests  are  a  little  bit  remote!  A.  Quite 
remote. 

Q.  Are  you  representing  the  feeder  airlines  which  are 
members  of  the  Air  Transport  Association  in  this  case! 
A.  Yes. 

Q.  With  reference  to  the  heading  on  Exhibit  ATA-3, 
does  that  include  only  certificated  airlines’  aircraft, 
6749  or  does  it  include  all  commercial  aircraft  operators 
during  those  years! 

Mr.  Markham:  May  I  have  that  question  read,  please! 

Examiner  Cusick :  Read  it  back,  Mr.  Reporter. 

(The  pending  question,  as  above  recorded,  was  read  by 
the  reporter). 

Examiner  Cusick:  It  is  indicated  that  the  source  is 
Form  2780,  Mr.  Beitel.  I  think  that  would  indicate  that 
information. 

Mr.  Beitel:  Very  well,  sir. 

Examiner  Cusick :  The  witness  may  answer. 

The  Witness:  It  covers  certificated  airlines’  aircraft. 
The  source  is  Form  2780. 

By  Mr.  Beitel: 

Q.  Does  it  include  American’s  nonscheduled  air  cargo 
division!  A.  The  data  with  respect  to  the  number  of  air- 
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craft  includes  those  used  by  American  in  their  contract 
cargo  division. 

Q.  Are  you  familiar  with  the  agreement  which  North¬ 
west  Air  Lines  made  with  the  Railway  Express  Agency, 
and  filed  with  the  Civil  Aeronautics  Board?  A.  No,  I 
am  not. 

Q.  Do  you  know  whether  the  Air  Transport  Association 
has  intervened  in  the  proceeding  in  any  way?  A.  No. 
The  Air  Transport  Association  has  not  intervened  in 
that  proceeding. 

Q.  On  page  3  of  your  statement,  you  state  that  after 
September  1939,  and  before  the  United  States  entered 
the  war,  the  scheduled  airlines  transferred  about 
6750  45  transport  aircraft  to  foreign  governments.  Were 

those  transferred  voluntarily,  or  at  the  request 
of  the  United  States  Government?  A.  The  major  part  of 
them,  as  I  recall,  were  transferred  at  the  request  of  the 
United  States  Government. 

Q.  Were  they  aircraft  which  the  airlines  had  been 
operating,  or  were  they  aircraft  which  the  airlines  had  on 
order?  A.  They  were  aircraft  which  the  airlines  had  been 
operating. 

Q.  In  connection  with  your  discussion  of  the  failure 
of  the  airlines  to  develop  air  freight  service,  you  stated 
that  it  was  not  until  July  1945  that  the  airlines  finally 
got  back  the  fleet  with  which  they  had  started  the  war. 
How  do  you  account  for  the  fact  that  American  started 
non-scheduled  contract  division  prior  to  that  time?  A. 
That  would  require  more  detailed  knowledge  of  American’s 
equipment  situation  at  the  time  than  I  have.  As  a  matter 
of  fact,  I  do  not  know  when  the  contract  cargo  division 
was  started,  nor  do  I  know  what  the  exact  source  of  equip¬ 
ment  is. 

Q.  It  started  in  October  1944.  A.  October  1944? 

Q.  The  equipment  which  was  used  originally  was  four 
C-54’s,  which  American  Airlines  gave  to  the  contract 
division. 
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Mr.  Markham:  Let  the  record  show  that  I  think  Mr. 
Beitel  is  somewhat  confused  in  his  dates.  October  1944, 
according  to  my  recollection,  is  the  date  on  which 

6751  they  inaugurated  the  common  carrier  air  freight 
service. 

Mr.  Reilly:  I  believe  it  was  not  until  July  of  1946. 

Mr.  Beitel:  That  is  right.  I  am  sorry. 

By  Mr.  Beitel: 

Q.  On  page  10,  in  the  first  complete  paragraph,  you 
list  a  variety  of  services  which  were  performed  by  19  air¬ 
lines.  Did  each  airline  perform  each  type  of  service?  A. 
No.  That  is  a  general  statement,  covering,  I  believe,  most 
of  the  types  of  service  that  the  airlines  in  the  aggregate 
performed. 

Q.  On  page  11  you  refer  to  a  Civil  Aeronautics  Board 
decision.  Is  that  the  rate  case  involving  Chicago  &  South¬ 
ern’s  mail  rate  of  that  year?  A.  That  is  the  one  to  which 
I  refer,  yes. 

Q.  One  of  the  reasons  given  vras  that  the  expenditures 
for  advertising  were  disallowed  because  the  expenditure 
would  tend  to  promote  travel  and  transportation?  A.  It 
was  an  unnecessary  expenditure,  also. 

Q..  Do  you  know  whether  the  word  “transportation”  as 
used  there  would  include  the  transportation  of  freight? 
A.  I  would  be  pretty  sure  it  would.  The  idea  all  during 
that  time  was  that  you  don’t  promote  the  transportation 
of  anything,  including  passengers. 

Q.  Do  you  regard  a  65  percent  or  a  70  percent  load 
factor  as  the  highest  which  can  be  reached,  and  will  pro¬ 
vide  an  adequate  transportation  service  in  your  sched¬ 
ules?  A.  That  has  been  used  bv  manv  who  are  more 

•  •> 

qualified  as  economists  in  this  business  than  I  am.  Whether 
that  is  exactly  true  at  the  present  time,  or  not,  I 

6752  don’t  know.  I  use  that  as  a  standard  that  has  been 
used  in  the  past  by  at  least  one  with  whom  I  am 

familiar,  Dr.  Edward  Warner. 
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Q.  You  are  an  expert  on  air  transportation.  What  is 
your  opinion  on  that  65  percent  to  70  percent  load  factor? 
A.  I  would  say,  while  not  claiming  to  be  an  expert  on  all 
phases  of  air  transportation,  that  that  was  pretty  close 
to  it. 

Q.  Mr.  Tipton,  are  you  familiar  with  the  fact  that 
American  Airlines  has  stated  publicly  that  it  now  needs 
a  95  percent  load  factor  on  DC-3’s  to  break  even?  A.  I 
have  heard  that. 

Q.  Are  you  familiar  with  the  fact  that  Mr.  Carlton 
Putnam,  President  of  Chicago  &  Southern,  has  stated  that 
at  the  present  time,  the  break-even  passenger  load  factor 
for  Chicago  &  Southern  is  better  than  95  percent?  A.  I 
am  not  familiar  with  that  statement. 

Q.  Assuming  the  statement  was  made,  tell  me  this :  How 
do  you  ever  expect  the  airlines  to  operate  adequate  ser¬ 
vice  at  65  percent  or  70  percent  load  factors  without  a 
considerable  Government  subsidy,  because  of  the  high  load 
factor  required  to  break  even? 

Mr.  Reilly:  What  type  of  aircraft  are  you  referring  to? 

Mr.  Beitel:  The  same  kind  to  which  Mr.  Tipton  is 
referring. 

Examiner  Cusick:  DC-3’s. 

The  Witness:  There  are  a  number  of  answers  to  that 
one:  One,  the  DC-3  airplane,  I  don’t  believe,  can  be  used 
as  a  standard  for  the  future  because  it  is  generally 
6753  recognized  that  it  is  outmoded  for  most  operations. 

Second,  the  certificated  airlines  hope  that  the  in¬ 
dustry  will  be  so  regulated  that  they  will  be  hauling  pas¬ 
sengers  at  a  65  percent  passenger  load  factor,  and  fill 
the  airplane  very  substantially  with  air  freight. 

Q.  Does  vour  65  percent  or  70  percent  load  factor  in¬ 
clude  a  cargo  load  factor?  A.  That  is  the  passenger  load 
factor. 
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Q.,  And  in  order  to  secure  the  same  load  factor,  the 
airline  will  have  to  carry  air  freight  in  the  same  airplane 
that  it  carries  passengers  in  ?  A.  Not  all  of  it.  I  would  be 
sure  that  the  space  on  passenger  aircraft  will  be  devoted 
to  the  carriage  of  air  freight.  I  would  also  be  sure  from 
what  little  1  know  of  the  individual  plans  of  the  certificated 
airlines  that  they  proposed  to  operate  a  purely  freight  air¬ 
plane  also  if  the  traffic  demands  it,  and  if  the  service  to 
shippers  requires  it. 

Q.  If  an  airline  is  operating  at  a  passenger  load  factor 
in  excess  of  70  percent,  is  it  your  opinion  that  the  airline 
is  not  rendering  adequate  passenger  service  over  that  par¬ 
ticular  segment? 

Mr.  Markham:  That  question  has  been  asked  before. 

Mr.  Beitel:  I  was  confused.  I  thought  that  the  65  per¬ 
cent  to  70  percent  load  factor  included  all  types  of  traffic. 

Examiner  Cusick:  Bead  the  question,  Mr.  Reporter, 
please. 

6754  (The  pending  question,  as  above  recorded,  was 
read  by  the  reporter). 

The  Witness :  I  think,  speaking  naturally  in  a  vacuum, 
and  in  very  general  terms,  there  might  well  be  specific 
circumstances,  in  which  the  service  would  be  adequate  at 
a  higher  factor  than  that. 

•  *  *  •  * 

6755 

•  •  •  •  • 

Q.  Mr.  Tipton,  was  your  statement,  which  has  been 
marked  for  identification  as  Exhibit  ATA-2,  submitted  to 
the  members  of  the  Air  Transport  Association?  A.  It 
was  not. 

Q.  How  many  all-cargo  airplanes  did  the  airlines  op¬ 
erate  during  the  vear  1941?  A.  I  have  no  data  on  the  vear 
1941. 
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Q.  Do  you  know  whether  or  not  any  all-cargo  airplanes 
were  operated  during  that  year!  A.  I  don’t  know  one 
way  or  the  other,  whether  were  any  or  were  not. 

Q.  When  the  Government  took  175  transports,  which 
were  being  operated  by  the  airlines,  early  in  1942,  were 
any  of  those  transports  all-cargo  planes?  A.  It  is  my 
recollection  that  they  were  not.  I  can’t  be  too  sure  about 
that.  I  can  be  quite  sure  that  the  great  majority  of  them 
were  passenger-carrying  equipment. 

Q.  So  in  so  far  as  the  carrying  of  freight  in  all- 
6756  cargo  planes  was  concerned,  the  airlines  were  no 
worse  off  after  the  Government  requisitioned  175 
planes  than  they  were  before;  is  that  correct? 

Mr.  Markham:  He  has  just  said  he  doesn’t  know,  Mr. 
JBeitel,  whether  any  all-cargo  planes  were  being  operated 
or  not. 

The  Witness :  I  would  say  that  was  correct.  It  will  have 
to  be  hedged  just  as  was  the  first  question  you  asked  me 
on  this  point,  because  I  am  not  sure  about  the  number  of 
cargo  planes  in  operation  in  1941. 

By  Mr.  Beitel: 

Q.  Now,  on  page  6,  you  make  reference  to  the  executive 
talent  which  was  taken  from  the  airlines  to  assist  in  or¬ 
ganizing  the  Air  Transport  Command  and  the  Naval  Air 
Transport  Service. 

Were  any  of  those  executives  that  were  taken  from  the 
airlines  engaged  exclusively  in  working  on  air  freight? 
A.  Yes,  one  occurs  to  me  offhand.  Needless  to  say,  I  don’t 
have  a  list  of  them  in  mind. 

Q.  Who  is  that  one?  A.  Stalter,  of  American,  who  was 
their  cargo  traffic  manager,  as  I  recall,  was  taken  into 
the  Army  at  the  time. 

Q.  Do  you  know  if  he  dealt  exclusively  with  air  freight, 
or  if  he  also  handled  air  express?  A.  I  don’t  know.  I 
can  possibly  get  the  information  for  you. 
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Examiner  Cusick:  Do  you  want  the  information,  Mr. 
Beitel? 

Mr.  Beitel:  No,  sir,  I  think  it  is  already  in  the 

6757  record  from  American  Airlines’  testimony. 

Examiner  Cusick:  Very  well. 

By  Mr.  Beitel: 

Q.  Now,  are  you  familiar  in  any  way  with  the  develop¬ 
ment  of  the  Fairchild  Packet  aircraft,  the  C-S2?  A.  I 
happen  to  have  some  familiarity  with  it;  not  in  any  great 
detail. 

Q.  It  was  developed  principally  by  the  Army,  wras  it  not? 
A.  Well,  my  first  contact  writh  the  airplane  wras  at  the 
time  it  was  mocked  up.  I  was  permitted  to  see  it  and  to 
discuss  it  with  Mr.  Thiebold,  who  designed  it,  and  I  un¬ 
derstood  at  that  time  that  the  ship  was  being  designed 
with  the  number  1  objective  at  that  time  of  being  a  troop 
carrier,  and  carrying  military  equipment  in  combat  or  in 
connection  with  combat;  also  that  they  had  some  plans 
for  developing  it  as  a  cargo  aircraft  for  commercial  serv¬ 
ice. 

Now,  the  extent  to  which  someone  other  than  the  Army 
participated  wdth  Fairchild  in  the  development  of  that,  I 
don’t  know. 

Q.  But  it  is  true,  is  it  not,  that  the  aircraft,  that  par¬ 
ticular  aircraft,  was  not  developed  as  a  result  of  the  in¬ 
terest  of  the  airlines  in  air  freight?  A.  I  can’t  go  back 
far  enough  in  the  development  of  the  airplane  to  know 
that.  I  have  told  you  just  exactly  what  I  know  about  the 
development  of  the  airplane,  and  that  is  about  as  far  as  I 
can  go. 

Q.  Do  you  think  that  if  all  the  freight  carriers  are 

6758  engaged  in  operations  on  a  commercial  basis,  the 
!  fact  that  they  are  so  engaged  might  lead  to  the  de¬ 
velopment  of  improved  types  of  cargo-carrying  equip 
ment?  A.  Yes,  I  think  it  would.  I  think  that  as  cargo  is 
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developed,  whether  it  be  by  all-freight  carriers  or  com¬ 
bination  passenger,  cargo,  and  express  carriers,  the  de¬ 
velopment  of  cargo  aircraft  is  going  to  be  moved  forward. 
There  isn’t  any  doubt  about  that.  And  it  is  being  moved 
forward. 

Q.  And  when  you  say  ‘‘combination  carriers”,  you  mean 
carriers  who  transport  other  than  air  freight  but  carry 
the  air  freight  in  all-freight  airplanes,  don’t  you?  A. 
Yes. 

Q.  Now,  do  you  think  it  will  be  necessary  for  Air  Cargo, 
Inc.  to  have  a  reserve  fleet  of  all-cargo  aircraft?  A.  That, 
as  I  point  out  in  the  statement,  is  the  subject  of  study  right 
at  the  present  time.  And  I  can  only  guess  at  the  results  of 
that  study.  I  wouldn’t  be  able  to  forecast  whether  that 
would  be  combination  passenger  and  cargo  or  straight 
cargo  airplanes.  My  opinion  would  be  that  in  the  reserve 
pool  there  would  be  a  number  of  all-cargo  aircraft. 

Q.  And  do  you  think  that  that  pool  of  reserve  aircraft 
would  include  also  combination  passenger-cargo  planes? 
A.  It  might  well. 

Q.  Does  Air  Cargo,  Inc.  intend  to  provide  loading  and 
unloading  services?  A.  It  is  within  the  scope  of 
6759  their  general  plan  that  they  might  at  particular 
points  provide  that  type  of  unloading  and  loading 
services.  Where  they  will  do  it,  and  whether  they  will  do 
it  immediately,  is  something  that  I  can’t  forecast;  I  don’t 
think  anybody  else  can. 

Q.  Does  that  have  to  be  decided  by  the  stockholders  of 
Air  Cargo,  Inc.,  or  would  it  be  decided  by  the  directors? 
A.  As  a  legal  matter,  of  course,  it  can  be  decided  by  the 
Board  of  Directors;  and  if  they  see  fit,  it  can  be  decided 
by  the  management  of  the  corporation. 

It  is  impossible,  of  course,  to  forecast  what  the  pro¬ 
cedure  for  dealing  with  problems  like  that  will  be  corpo¬ 
rate-wise. 

Q.  Does  Air  Cargo,  Inc.,  expect  to  have  full-time  em¬ 
ployees?  A.  Full-time  employees?  Yes. 
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Q.  And  do  they  expect  to  have  those  employees  in  con¬ 
nection  with  the  nine  points  which  you  have  outlined  on 
pages  28  to  30  of  your  exhibit,  or  do  they  intend  to  have 
them  in  connection  with  still  other  matters,  that  are  not 
discussed  on  pages  28  to  30? 

Mr.  Markham:  You  referred  to  the  nine  points.  You 
refer  only  to  the  ninth  point,  do  you  not,  Mr.  Beitel  ? 

Mr.  Beitel:  1  am  referring  to  all  nine. 

The  Witness:  I  think  your  question  boils  down  to 
whether  or  not  this  statement  of  the  functions  of  Air 
Cargo,  Inc.  is  an  exclusive  one  for  either  the  immediate 
future  or  forever  after. 

By  Mr.  Beitel: 

Q.  I  wasn't  talking  about  forever  after,  1  am  sure. 
6760  A.  To  answer  the  question  in  that  way:  The  ninth 
point  particularly,  and  some  references  to  some 
other  points  that  have  relation  to  it,  do  not  necessarily 
furnish  the  exclusive  jobs  that  Air  Cargo,  Inc.  will  do. 
The  corporation  will  get  under  way  with  a  sum  total  of 
jobs  to  do,  intending  to  accomplish  a  better  coordinated 
air  freight  service,  and  the  general  objective  being  to 
provide  a  real  air  transport  cargo  network,  as  distin¬ 
guished  from  several  isolated  operations.  That  will  be 
the  general  objective  of  Air  Cargo,  Inc.:  to  knit  them 
together,  so  that  the  shipper  can  receive  interline  service 
by  airline,  interline  service  by  other  modes  of  transporta¬ 
tion,  adequate  pickup  and  delivery  service. 

And  this  being  its  general  objective,  it  would  be  my 
assumption  that  in  carrying  out  that  general  objective 
many  things  would  come  up  in  the  process,  which  would 
require  them  to  go  beyond  what  the  anticipations  are  now 
in  at  least  some  respects ;  and  I  can't  identify  the  respects. 

Q.  Well,  will  Air  Cargo,  Inc.  have  full-time  employees? 
A.  It  will  certainly  have  full-time  employees. 
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Q.  And  will  some  of  those  employees  be  engaged  in 
the  services  set  forth  and  described  on  pages  28  to  30? 

Mr.  Markham:  Mr.  Examiner,  I  am  going  to  have  to 
object  to  that,  because  it  is  perfectly  clear,  from  the  refer¬ 
ence  that  Mr.  Beitel  makes,  that  some  of  the  nine  points 
are  things  that  are  to  be  performed  by  the  airlines  them¬ 
selves. 

Now,  Mr.  Beitel  makes  a  wrong  assumption  when 
6761  he  talks  about  Air  Cargo,  Inc.  employees  dealing 
with  all  nine  points. 

Mr.  Beitel:  I  can  clear  it  up  this  way:  Which  ones  of 
those  nine  points  will  be  handled  by  employees,  full-time 
employees,  of  Air  Cargo,  Inc? 

Examiner  Cusick:  You  can  just  refer  to  them  by  point 
number. 

The  Witness:  All  right.  Point  No.  1:  In  the  event  that 
you  have  a  consolidated  freight  tariff,  it  is  possible  that 
Air  Cargo,  Inc.  will  undertake  the  job  of  publishing  that 
tariff. 

No.  2:  You  cannot  say  that  Air  Cargo,  Inc.  is  going  to 
do  that.  That  is  an  action  that  the  individual  airlines  will 
take. 

By  Mr.  Beitel: 

Q.  You  misunderstand  my  question:  Will  Air  Cargo, 
Inc.  have  a  full-time  employee  to  assist  in  the  carrying 
out  of  that  step,  one  or  more  full-time  employees?  A. 
Which  step? 

Q.  No.  2.  A.  No,  I  shouldn’t  think  so. 

Examiner  Cusick:  Let  me  get  this  clear  myself,  Mr. 
Beitel:  Do  you  mean  a  special,  separate  employee,  just 
to  handle  this  number  2  item?  Or,  if  Air ‘Cargo,  Inc.  had 
an  employee  who  was  engaged  in  carrying  out  the  No.  1, 
as  set  forth  here,  some  of  his  duties  might  also  relate  to 
Item  No.  2? 
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Mr.  Beitel:  That  is  right.  I  wanted  to  know  how  many 
of  these  items  would  be  handled  by  one  or  more  full-time 
employees  of  Air  Cargo,  Inc.,  and  how  many  will 

6762  not  be  handled  by  employees  of  Air  Cargo,  Jnc.  That 
is  what  I  am  trying  to  get  at.  I  don’t  care  whether 

one  man  does  six  or  one. 

The  Witness:  I  think  I  can  answer  it  on  that  basis. 
Now,  No.  3,  modification  of  the  air  express  agreement: 
It  is  possible  that  Air  Cargo,  Inc.  will  be  the  representa¬ 
tive  of  the  airlines  in  dealing  with  the  Railway  Express 
Agency,  and  if  so,  some  of  their  employees  will  have  that 
among  their  jobs. 

Then,  4  I  have  answered  already. 

5,  the  publication  of  the  joint  rate:  If  there  is  a  con¬ 
solidated  tariff,  it  may  be  done  by  Air  Cargo,  Inc.  If  so, 
they  will  have  employees  doing  it. 

No.  6  is  another  airline  function. 

No.  7 :  I  w’ould  say  that  Air  Cargo,  Inc.  will  have  em¬ 
ployees  who  will  assist  in  the  establishment  of  through- 
service  arrangements  with  the  airlines,  just  as  they  will 
have  personnel  working  on  through-service  arrangements 
with  surface  carriers,  which  is  covered  in  No.  8. 

As  to  No.  9a:  They  will  have  employees  who  are  re¬ 
sponsible  for  working  on  pickup  and  delivery,  either  di¬ 
rectly  or  by  contract. 

9b,  the  same  thing. 

As  for  9c,  they  will  have  employees  who  will  work  on 
shipping  documents,  central  clearing  house,  the  purchasing 
forms,  and  the  like.  And  as  to  d,  they  of  course  will  have 
employees  for  that. 

Q.  Now,  is  point  1  and  point  4  presently  a  function  which 
is  upon  occasion  handled  by  the  Air  Transport 

6763  Association?  A.  No,  the  Air  Transport  Associa¬ 
tion  does  not  publish  freight  tariffs.  That  is  the 

subject  of  the  agreement  we  discussed  previously. 
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6775 

•  •  *  •  • 

By  Mr.  Lear: 

Q.  And  does  ATA  take  the  position  that  the  freight 
service  being  operated  by  the  certificated  carriers  at  the 
present  time  is  adequate?  A.  ATA  takes  the  position,  as 
we  have  stated,  and  will  further  state  in  Dr.  Sorrell’s 
testimony,  that  the  freight  service  to  be  provided  is  within 
the  capacity  of  the  certificated  airlines  to  provide,  and 
that  they  have  demonstrated  their  willingness  and  ability 
to  do  so. 

Now,  we  take  no  particular  position  on  the  present 
adequacy  of  the  service.  In  other  words,  I  don’t  think  the 
airlines  have  completely  perfected  a  freight  service. 

The  very  fact  that  all  of  these  steps  are  being  taken  to 
further  perfect  the  service  would  indicate  that  we  regard 
it  that  there  is  plenty  of  room  for  improvement;  and  there 
is;  and  we  propose  to  do  a  great  deal  of  improving  dur¬ 
ing  the  coming  months. 

Q.  Well,  I  wonder  if  you  could  give  me  a  direct  answer 
to  that  question?  Perhaps  I  can  clear  it  up.  Is  it  the 
position  of  ATA  that  the  freight  service  being  operated 
by  the  certificated  carriers  at  the  present  time  is  ade¬ 
quate  or  inadequate?  A.  I  will  answer  it  the  same  way. 
The  airlines  have  always  considered  it  necessary 

6776  to  establish  a  system,  as  contrasted  with  isolated 
un-connected  services.  And  until  we  perfect  the 

system,  which  we  are  now  engaged  in  doing,  through  in¬ 
terline  procedures,  agreements  and  consolidated  tariffs 
and  the  like,  the  system  is  not  adequate.  That  is  the  rea¬ 
son  w^e  are  working  on  it  to  improve  it. 
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6782 

e  m  *  •  * 

Q.  Now,  is  General  C.  R.  Smith  an  officer  of  your  Asso¬ 
ciation  or  of  Air  Cargo,  Inc.?  A.  He  is  not  an  officer. 
He  is  a  member  of  the  board  of  directors  of  the  Air 
Transport  Association,  but  not  of  Air  Cargo,  Inc. 

Q.  Well,  I  would  like  to  read  to  you  a  statement  of  his 
which  appears  in  American  Aviation  Daily  for  yesterday, 
circulated  today:  “Creation  and  maintenance  of  an  air 
transport  reserve  of  at  least  five  thousand  planes,  4,500 
of  which  would  be  operated  by  civil  air  carriers,  as  an 
essential  of  national  defense  is  urged  by  S.  R.  Smith, 
Chairman  of  the  Board  of  American  Airlines. 

“Speaking  last  night  before  guests  of  the  Librarian  of 
Congress  and  the  Air  Power  League,  Smith  pointed  out 
that  at  the  end  of  the  war  the  Allies  were  employing 
approximately  ten  thousand  transports,  most  of  them  in 
the  hands  of  American  forces.  Smith  asked  if  it  were  not 
sensible  to  plan  an  air  reserve  equaling  at  least  half  of  our 
employment  in  the  last  war. 

“He  proceeded  on  the  assumption  that  the  Air  Forces 
in  peacetime  will  have  logical  reason  for  employing  five 
hundred  transports.  He  added  that  we  have  less  than 
one  thousand  transports  and  we  require  more  than  four 
thousand. 

“  Tf  we  fulfill  the  requirements  that  these  4,500 
67S3  airplanes  be  of  suitable  transport  type  and  the 
further  requirements  that  they  will,  to  the  maxi¬ 
mum  extent  possible,  engage  in  self-sustaining  service’, 
Smith  said,  ‘then  the  logical  area  in  which  to  find  the  an¬ 
swer  is  our  basic  air  transport  industry,  the  United  States 
Civil  Carriers.’  ” 

Would  you  agree  with  that  statement?  A.  May  I  read 
it?  You  read  it  pretty  rapidly.  I  would  like  to  glance  at 
it  for  a  minute,  if  I  may. 


2597 


Excerpts  from  Testimony  of  8 .  G.  Tipton 

Q.  Yes,  sir.  I  read  the  part  marked  with  pencil,  there. 

(Witness  reads) 

A.  Yes,  I  know  nothing  about  the  numbers  quoted  here, 
obviously,  but  it  is  certainly  true  that  our  experience  in 
the  past  war  would  indicate  that  we  need  two  major 
elements:  (1)  an  economically  sound,  strong  industry, 
and  the  possession  by  that  industry  of  a  large  number 
of  transport  aircraft;  plus  the  talent,  the  personnel  that 
it  takes  to  keep  them  moving.  That  is  clear. 

Now,  whether  it  is  4500  or  3500  or  4,000,  or  whatever, 
that  is  certainly  a  sound  public  policy  to  follow. 

Q.  Well  now,  assuming  that  the  industry  does  operate 
at  the  5,000  level,  have  you  some  idea  at  to  what  per¬ 
centage  of  that  number  should  be  all-cargo  craft,  to  pro¬ 
vide  an  integrated  setup  from  the  standpoint  of  national 
defense?  A.  Unfortunately,  that  takes  talents  in  two 
respects  that  I  don’t  have.  One  of  them  is  from  the  mili¬ 
tary  side,  where  it  is  necessary  to  analyze  what  fleet 
should  be  required;  and  from  the  civil  side,  I  have  not 
a  clear  idea  at  all  of  the  number  of  all-cargo  craft  that 
will  be  required;  presumably  a  large  number. 

6784 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Zapple : 

Q.  Mr.  Tipton,  referring  to  your  Exhibit  ATA-2,  the 
last  paragraph  on  page  18,  which  continues  over  to  page 
19,  in  the  first  portion  of  your  paragraph  on  page  1  you 
discuss  the  expansion  that  took  place  in  the  airline  industry 
in  the  Spring  of  1946,  and  a  number  of  bottlenecks  which 
had  to  be  broken. 

Then  you  outlined  various  difficulties  which  had  to  lie 
met.  Then  in  the  last  sentence  of  that,  you  state : 
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“These  are  just  a  few  of  the  problems  which  arose 
as  an  incident  to  the  expansion  the  airlines  had  to 
make  in  order  to  take  care  of  traffic,  which  was  clamor¬ 
ing  for  airline  space.” 

I  refer  you  to  United’s  Exhibit  U-23,  page  2,  wherein  is 
outlined  the  available  cargo  ton  miles  that  was  not  used 
during  January,  1946,  which  amounts  to  11,078,629,  and 
ask  you:  How  do  you  account  for  the  large  number  of 
available  cargo  ton  miles  not  used  if  there  was  such  a 
clamoring  for  airline  space  in  the  Spring  of  1946? 

Mr.  Stroud:  Mr.  Examiner,  I  think  that  question  was 
gone  into  yesterday  by  United’s  witness,  and  that  was 
explained. 

Mr.  Reilly:  What  load  factor  were  they  operating,  Mr. 
Zapple? 

Mr.  Zapple :  At  the  actual  load  factor. 

The  Witness:  The  whole  burden  of  the  statement  that 
immediately  precedes  the  paragraph  that  you  have 
6785  referred  to,  and  also  that  paragraph,  go  to  explain 
th$t  fact.  As  is  indicated  all  through  that  portion 
of  the  statement,  the  certificated  airlines,  being  common 
carriers,  and  being  faced  with  the  unhappy  situation  of 
having  to  rebuild  the  airline  system  in  a  relatively  short 
time,  had  to  focus  on  the  passenger  traffic  before  they  could 
really  turn  loose  and  develop  new  classes  of  traffic. 

I  am  quite  certain  that  we  would  have  been,  as  regulated 
carriers,  pretty  severely  criticized  if  we  had  let  passen¬ 
gers  sit  on  the  ground  while  we  were  developing  cargo 
traffic. 

That,  it  seems  to  me,  explains  the  fact  that  there  was  a 
substantial  amount  of  available  ton  miles  that  went  empty. 

Now,  they  have  so  many  passenger  seats,  and  they  were 
operating  at  high  load  factors.  So  even  at  that  point  you 
are  likely  to  have  and  usually  do  have,  I  gather  from  this 
exhibit,  cargo  space  available. 
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The  airlines  were  focused  on  taking  care  of  their  pas¬ 
sengers.  They  had  to  get  that  job  whipped  before  they 
could  turn  to  cargo  and  give  it  the  development  to  which 
they  agree  it  is  entitled. 

Q.  I  refer  you  now  to  Exhibit  U-23,  page  1,  and  speciiic- 
ally  direct  your  attention  to  the  three  circles  on  the  upper 
part  of  the  page,  specifically  the  center  one  and  the  one 
on  the  extreme  right. 

The  center  one  reads  “Actual  passenger  Load  Factor 
22.4%”  and  the  one  on  the  right  reads  “34%,  assumed  100 
per  cent  passenger  load  factor.” 

Why  was  it  necessary  for  the  airlines  to  expand  if 
6786  they  were  not  operating  at  a  100  per  cent  passenger 
load  factor,  in  consideration,  again,  of  your  state¬ 
ment  “Traffic  was  clamoring  for  airline  space”?  A.  1 
don’t  think  there  is  any  doubt  about  my  statement  that  in 
the  Spring  of  1946  passengers  were  clamoring  for  airline 
space.  We  were  having  a  load  factor  even  in  January, 
February,  and  March,  of  1946,  an  industry  load  factor,  of 
what  looks  to  be  an  average  of  about  85  per  cent. 

Now,  along  with  the  other  difficulties  that  the  airlines 
were  having  at  that  time,  which  were  explained  there,  the 
development  of  cargo  to  fill  this  space  had  to  wait  a  little 
while,  as  they  saw  to  the  pressing  problems  of  taking  care 
of  their  business. 

•  •  •  •  • 

Further  Direct  Examination 
By  Mr.  Markham : 

Q.  I  believe  this  has  been  made  clear  on  the  record,  but 
in  Mr.  Page’s  cross  examination  he  referred  on  two  or 
three  occasions  to  the  program  of  the  ATA. 

Now,  will  you  explain,  please,  by  whom  this  program  was 
devised,  whether  it  was  devised  by  employees  and  officers 
of  the  ATA  or  whether  it  was  devised  bv  the  airlines  them- 
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selves'  through  their  representatives?  A.  The  program 
was  devised  by  the  airlines  themselves,  revised  by  commit¬ 
tees  of  airline  representatives,  and  approved  by  the  repre¬ 
sentatives  of  substantially  all  of  the  airlines. 

You  can  say  it  is  an  AT  A  program,  simply,  be- 

6787  cause  it  is  the  program  of  the  members. 

Q.  I  believe  that  Mr.  Morris  asked  you  a  question 
whether  Air  Cargo,  Inc.  would  admit  newly  certificated 
feeder  lines  as  stockholders.  Is  it  not  a  fact  that  the  pres¬ 
ent  stockholders  of  Air  Cargo,  Inc.  have  already  offered 
stock  to  those  feeder  lines  who  were  certificated  prior  to 
November  15th  of  last  year?  A.  Yes,  they  have. 

Q.  In  answer  to  some  questions  of  Mr.  Beitel’s  you  indi¬ 
cated  that  Air  Cargo,  Inc.  might  at  some  future  time  under¬ 
take  to  publish  consolidated  freight  tariffs  if  the  CAB 
should  approve  the  present  agreement  relating  to  consoli¬ 
dated  freight  tariffs. 

That  agreement  contains  a  provision,  does  it  not,  for 
publication  of  the  tariffs  referred  to  in  the  agreement 
through  the  tariff  publishing  bureau  of  the  Air  Traffic 
Conference,  rather  than  Air  Cargo,  Inc.?  A.  Yes  it  does. 

Q.  Do  you  know  of  any  present  plans  for  Air  Cargo, 
Inc.  to  take  over  the  publication  of  consolidated  tariffs? 
A.  No,  no  present  plans. 

Q.  You  indicated,  then,  in  your  answer  to  Mr.  Beitel 
that  it  was  simply  a  possibility,  a  future  possibility.  A. 
That  is  what  I  intended  to  indicate. 

Q.  Similarly,  you  indicated  that  Air  Cargo,  Inc.  might 
at  some  time  in  the  future  have  employees  who  would  be 
working  out  arrangements  for  through  service  between  the 
airlines  themselves.  It  is  true,  is  it  not,  that  there  is  al- 
i  ready  in  effect  an  interline  agreement,  referred  to 

6788  in  your  statement  as  procedures  agreement,  under 
!  which  the  airlines  have  themselves  worked  out 

through-service  procedures  and.  have  referred  to  commit- 
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tees  the  power  to  keep  the  procedures  up  to  date  by  revision 
of  manuals  from  time  to  time!  A.  That  is  true. 

Q.  So  that  again,  you  were  referring  simply  to  a  future 
possibility  of  direct  participation  in  through  service  by 
the  airlines,  as  between  airlines,  when  you  referred  to 
Air  Cargo,  Inc.?  A.  That  is  right. 

•  •  •  •  • 

6792 

•  •  •  •  • 

Roy  M.  Martin 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Zapple: 

Q.  Please  state  your  name  for  the  record.  A.  Roy  M. 
Martin. 

Q.  Will  you  state  vour  official  position  and  address?  A. 
I  am  Under  Second  Assistant  Postmaster  General,  U.  S. 
Post  Office  Department,  Washington,  D.  C. 

Q.  Mr.  Martin,  referring  to  the  prepared  statement, 
would  your  answers  to  the  questions  contained  therein  be 
the  same  if  I  were  to  ask  the  questions  contained  therein  at 
this  time?  A.  They  would  be. 

Q.  Mr.  Martin,  does  the  Post  Office  Department,  by 
your  appearance  here,  intend  to  either  oppose  or  support 
any  application  involved  in  this  case?  A.  No. 

6793  Q.  Are  you  generally  familiar  with  the  nature 
and  scope  of  the  applications  being  considered  in 

this  proceeding?  A.  Yes. 

Q.  Have  you  made  any  detailed  analyses  of  the  exhibits 
prepared  by  the  applicants  and  intervenors?  A.  No. 

Q.  Mr.  Martin,  the  Post  Office  Department  sponsored 
legislation  in  the  79th  Congress  which  would  provide  for 
air  parcel  post.  Will  you  describe  briefly  the  nature  of  that 
legislation?  A.  The  bill  to  authorize  air  parcel  post  was 
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introduced  as  H.  R.  5993  in  the  second  session  of  the  79th 
Congress  and  assigned  to  the  Committee  on  the  Post  Office 
and  Post  Roads  for  hearings. 

Hearings  were  held  by  the  committee,  during  the  course 
of  which  Representative  George  D.  O’Brien,  Chairman, 
introduced  a  substitute  measure,  H.  R.  6970,  which  incor¬ 
porated  the  recommendations  made  in  the  course  of  the 
hearings. 

In  general,  H.  R.  6970  provided  for  the  establishment  of 
certain  zone  rates  for  the  air  transportation  of  mailable 
matter  exceeding  eight  ounces  in  weight,  with  certain 
limitations  on  maximum  weight  and  size.  The  bill  contem¬ 
plated  that  the  rates  prescribed  should  include  transporta¬ 
tion  charges  for  movements  by  means  other  than  air  in 
going  to  and  from  air  mail  routes.  The  bill  unfortunately 
was  not  reached  on  the  calendar  and  expired  with  the  end 
of  the  79th  Congress. 

6794  Q.  Is  similar  legislation  proposed  for  the  present 
session  of  the  Congress?  A.  Yes. 

Q.  What  schedule  requirements  are  considered  essential 
by  the  Post  Office  Department  in  the  transportation  of  air 
mail?  A.  The  Post  Office  Department  requires  definite 
departure  and  arrival  times  from  and  to  fixed  points  in 
scheduling  the  transportation  of  air  mail  over  any  airline. 

Of  course,  in  the  present  state  of  development  of  aero¬ 
nautics,  there  are  certain  delays  due  to  weather  condi¬ 
tions,  and  in  some  instances  it  is  necessary  to  deplane  the 
mail  and  forward  it  by  surface  means. 

The  Post  Office  Department  is  geared  to  definite  sched¬ 
ules  ;  its  facilities  are  located  at  specific  points  and  cannot 
be  moved  around  on  a  seasonal  or  demand  basis;  the 
efforts  of  its  employees  are  directed  toward  specific  sched¬ 
ules;  its  equipment  is  routed  so  as  to  perform  particular 
functions  at  definite  hours. 

Once  an  air  mail  schedule  has  been  established  for  a 
locality,  all  of  the  resources  of  the  branches  serving  that 
locality  are  directed  toward  the  servicing  of  that  schedule. 
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Q.  Would  the  Post  Office  Department  make  use  of  a 
flight  which  had  a  variable  or  flexible  departure  or  arrival 
time?  A.  No. 

Q.  Will  you  state  briefly  what  has  been  the  Post  Office 
Department’s  experience  with  the  all-cargo  flights 

6795  operated  by  some  of  the  certificated  airlines?  A. 
During  the  w’ar  the  Post  Office  Department  encour¬ 
aged  the  establishment  of  such  schedules.  At  that  time, 
we  were  experiencing  difficulty  in  the  off-loading  of  air 
mail  from  passenger  carrying  aircraft  because  of  passen¬ 
ger  priorities,  and  were  able  therefore  to  dispatch  tremen¬ 
dous  loads  over  the  all-cargo  schedules. 

Since  the  war,  we  have  found  it  preferable  to  use  the 
passenger  schedules.  It  has  been  our  experience  that  the 
departure  and  arrival  times  of  the  all-cargo  flights  are  not 
rigidly  adhered  to;  that  frequently  excessive  time  is  re¬ 
quired  to  load  and  unload  cargo  at  intermediate  points; 
that  stops  are  often  made  at  nonscheduled  points  on  the 
carrier’s  routes  in  order  to  pick  up  or  discharge  cargo, 
thus  delaying  the  flight;  and  that  the  carrier  naturally 
gives  preference  in  loading  and  unloading  mail  to  the  pas¬ 
senger  carrying  schedule  over  the  all-cargo  schedule. 

With  the  increase  in  the  frequency  of  passenger  sched¬ 
ules,  we  have  found  it  in  the  best  interest  of  the  Postal 
service  to  use  the  combination  schedules. 

Q.  What  is  the  position  of  the  Post  Office  Department 
with  relation  to  the  certification  of  additional  carriers 
over  routes  and  between  points  now  receiving  reasonably 
direct  service?  A.  The  Post  Office  Department  is  pri¬ 
marily  interested  in  seeing  that  the  benefits  of  the  present 
air  mail  service  are  broadened  and  extended.  Generally 
speaking,  this  can  be  done  by  certification  of  helicopter  and 
feeder  line  services,  which  will  afford  numerous  towns, 
cities,  and  their  suburbs  the  advantages  now’  en- 

6796  joyed  by  trunkline  points. 

In  so  far  as  the  proposals  of  any  applicant  herein 
would  duplicate  the  air  mail  service  now  available,  we 
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think  that  such  proposals  should  be  carefully  weighed 
against  the  sacrifices  they  may  require. 

The  Post  Office  Department  is  interested  in  seeing  the 
presently  certificated  carriers  attain  economic  and  finan¬ 
cial  self-sufficiency  and  thus  make  possible  a  reduction  of 
mail  rates. 

Only  the  most  impelling  considerations  should  be  allowed 
to  delay  or  destroy  the  prospective  reduction  in  mail  rates 
or  retard  the  equitable  distribution  of  air  mail  benefits  to 
a  larger  percentage  of  our  population  through  the  use  of 
helicopter  service  or  feeder  lines. 

Q.  Assuming  that  one  of  the  applicants  proposes  to  carry 
air  parcel  post  for  20  cents  a  ton  mile  between  two  points 
now  being  served  by  a  carrier  with  a  45  cent  a  ton  mile  rate, 
would  the  Post  Office  Department  give  all  parcel  post  mov¬ 
ing  between  such  points  to  the  carrier  with  the  lower  rate? 
A.  No,  the  mail  would  be  divided  between  such  carriers  on 
the  basis  of  arrival  times  at  point  of  destination,  without 
regard  to  the  cost  of  providing  the  service. 

The  operating  personnel  of  the  Department  have  abso¬ 
lutely  no  knowledge  of  the  rates  of  mail  pay  the  carriers 
receive.  They  are  concerned  solely  with  the  differences  in 
arrival  times  of  the  carriers  and  in  the  physical  capacity 
of  the  carriers  to  do  the  job. 

Q.  Airview’s,  Inc.,  has  an  application,  consolidated 
6797  in  this  case,  for  authorization  to  carry  mail  on  radi- 
!  cal  routes  out  of  certain  Texas  cities,  to  be  operated 
in  conjunction  with  truck  service  radiating  out  from  a  num¬ 
ber  of  its  intermediate  airline  stops.  Has  the  Post  Office 
Department  any  interest  in  this  proposed  form  of  service? 
A.  Yes,  the  application  has  been  called  to  our  attention  and 
we  are  very  much  interested  in  exploring  the  proposal. 

In  order  to  determine  the  true  value  of  the  proposed 
service  to  the  Postal  service  it  would  be  necessary  to  con¬ 
duct  a  mail  count  at  each  of  the  points  on  both  the  air  and 
truck  routes,  many  of  which  are  now  served  under  star 
route  contracts. 
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Unfortunately,  the  personnel  who  would  conduct  those 
tests  counts  have  been  and  are  now  engaged  in  the  heli¬ 
copter  experiments  in  which  the  Department  is  interested 
and  were  not  available  to  assemble  such  data  in  time  for 
introduction  in  this  hearing. 

•  •  •  •  • 

Mr.  Page:  Just  one  question,  Mr.  Examiner,  if  I  may. 

May  I  direct  your  attention,  sir,  to  the  answer  to  the 
question  propounded  to  you  in  this  statement  at  the  bottom 
of  page  2.  The  question,  sir,  is  “What  is  the  Department’s 
position  with  relation  to  the  certification  of  additional 
carriers,”  et  cetera. 

Would  you  turn  in  the  body  of  your  answer  to  that 
6798  question,  sir,  at  the  top  of  the  page?  I  quote  to  you 
the  first  full  sentence  at  the  top  of  page  3 : 

“The  Post  Office  Department  is  interested  in  seeing 
the  presently  certificated  carriers  attain  economic  and 
financial  self-sufficiency,  and  thus  make  possible  a  re¬ 
duction  of  mail  rates.” 

By  using  the  words  “Presently  certificated  carriers,” 
Mr.  Martin,  you  did  not  intend,  did  you,  sir,  to  emphasize 
the  words  “presently”?  A.  No,  sir.  That  is  an  unfortu¬ 
nate  word,  and  I  regret  that  it  is  in  there,  Mr.  Examiner, 
and  I  -would  like  to  ask  that  it  be  taken  out.  We  meant  the 
certified  carriers.  We  have  to  depend  on  the  Board  to  cer¬ 
tify  the  proper  number. 

Q.  Yes,  sir.  A.  Under  the  mandate  of  the  Act. 

•  •  •  •  • 

6801 

•  •  •  •  • 

Cross-Examination 
By  Mr.  Seal: 

Q.  Mr.  Martin,  may  I  direct  your  attention  to  the  answer 
to  the  last  question,  please,  and  ask  you  if  it  is  the  inten- 


2606 


Excerpts  from  Testimony  of  Roy  M.  Martin 

tion  of  the  Post  Office  Department  to  make  a  count  of  the 
mail  which  you  state  you  have  not  had  time  to  make?  A. 
Yes,  sir;  it  is.  We  have,  at  the  present  time,  about  14  or 
15  people  working  on  all  of  the  proposals  that  are  pending 
before  the  Board,  with  the  sole  purpose  of  furnishing  some 
statistics  that  would  be  helpful. 

6804 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Peyser: 

Q.  Mr.  Martin,  by  your  answer  to  the  last  question  on 
direct  examination,  did  you  mean  simply  that  the  Post 
Office  Department  is  interested  in  the  general  problem  of 
coordination  of  air  and  truck  service  in  connection  with 
mail?  A.  Yes.  I  think  that  inference  could  be  drawn. 

As  I  stated  a  while  ago,  our  air  parcel  proposition  is 
expected  to  develop  considerable  business  from  news¬ 
papers  and  publications.  It  is  necessary  in  any  facilities 
that  we  furnish  for  one  area,  that  we  attempt  to  get  cover¬ 
age  to  all  patrons  of  the  Post  Office  Department,  as 

6805  nearly  as  we  can  and  have  uniform  service.  This 
is  very  interesting  to  us  because  they  propose  a 

truck  service.  We  have  not  any  comparable  proposals 
before  us  elsewhere,  except  that  we  do  contemplate,  in 
connection  wdth  air  parcels,  that  as  far  as  feasible,  we 
route  all  of  our  highway  post  offices  and  our  star  routes, 
and  some  of  our  rural  routes  past  the  airports,  so  that 
when  a  carrier  comes  in  off  the  job,  if  he  has  an  air  mail 
letter,  he  will  leave  it  at  the  airport  on  the  way  into  the 
city. 

That  air  mail  letter  will  go  immediately  to  the  addressee, 
we  hope,  so  that  he  will  get  it  the  next  day.  When  it  comes 
in  on  the  airline,  it  will  be  left  at  the  airport,  either  by 
the  rural  carrier,  the  star  route  carrier,  or  from  the  high- 
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way  post  office,  or  whatever  trucking  service  we  have  will 
be  routed  past  the  airport,  so  far  as  possible,  and  they 
will  take  it  up  and  deliver  it  directly  to  the  addressee. 

Q.  Would  it  be  correct  to  say  that  interests  of  the  Post 
Office  are  improving  the  air-truck  service  rather  than  serv¬ 
ice  to  airline  points?  A.  Our  interest  is  in  spreading  the 
benefits  of  air  transport  for  mail  to  as  wide  an  area  of 
the  country  as  we  can.  That  includes  as  many  cities  as 
can  be  served  economically  and  feasibly. 

Q.  What  is  your  attitude  as  to  the  proposed  service  of 
Aimews  between  airline  points  such  as  between  San  An¬ 
tonio  and  Corpus  Christie  and  between  San  Antonio  and 
Brownsville?  Would  it  be  a  duplication  of  existing  serv¬ 
ice?  A.  I  have  not  made  any  study,  and  I  do  not 
6806  believe  that  I  could  speak  of  the  attitude  that  we 
might  have  on  that.  I  think  from  the  matter  of 
competing  services,  parallel  lines,  that  is  something  for 
the  Board  to  decide,  whether  competition  is  necessary,  or 
whether  duplicating  services  could  be  supported,  or  not, 
and  if  they  cannot  be  supported  without  taking  from  one 
and  weakening  their  financial  position,  then  the  Post  Office 
Department  is  indirectly  affected. 

Q.  Is  it  correct,  from  your  testimony,  to  state  that  you 
are  not  expressing  an  opinion  as  to  the  merits  of  the  appli¬ 
cation  of  Aimews  as  a  medium  of  exploring  your  interest 
in  this  coordination  problem?  A.  No,  sir;  I  am  not  ex¬ 
pressing  any  opinion  as  to  the  merits  of  this  particular  ap¬ 
plication.  I  have  made  no  study  of  it. 

Q.  Is  it  true,  that,  in  your  opinion,  a  mail  count  would 
be  necessary  before  you  could  express  an  opinion  with 
respect  to  the  value  of  the  proposed  service?  A.  Mail 
count  is  of  value  with  respect  to  the  potential  of  service, 
and  with  a  reasonable  penetration  of  present  surface  mail, 
a  carrier  would  be  self-supporting.  We  have  two  yard¬ 
sticks  ;  one  would  be  whether  the  prospective  service  would 
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be  self-supporting,  and  if  not,  then  how  much  value  is  it 
to  the  community,  and  how  badly  do  they  need  it,  and  in 
the  public  interest,  is  the  expense  justified.  We  have  two 
yardsticks,  and  I  do  not  know  how  they  would  apply  in  this 
case. 

Q.  At  such  time,  when  you  were  considering  the  broaden- 
!  ing  of  your  service  to  small  points,  nonairline  points, 
6807  would  you  at  that  time  consider  whether  a  truck 
I  service  could  be  developed  in  conjunction  with  ex¬ 
isting  air  service  to  such  points  as  Corpus  Christie?  A. 
We  have  quite  an  extensive  program  for  highway  Post 
Offices  throughout  the  country  now.  We  only  have  six  such 
offices  in  operation  at  the  present  time. 

We  have  made  a  survey  and  have  determined  that  per¬ 
haps  one  hundred  such  routes  would  be  economically  feas¬ 
ible  and  would  be  justified.  A  highway  post  office  is  merely 
a  railway  post  office  on  tires,  running  on  the  highway  in¬ 
stead  of  on  the  rails  in  areas  where  rail  service  is  in¬ 
adequate. 

Q.  What  is  the  difference,  as  you  understand  it,  between 
the  proposal  of  Airnews,  and  your  proposed  highway  post 
offices,  in  conjunction  with  the  existing  carriers?  A. 
There  is  no  very  great  difference.  They  propose,  I  believe, 
to  get  mail  out  to  certain  air  stops,  and  take  it  to  Satellite 
towns  in  a  certain  area.  That  is  my  understanding  of  the 
proposal. 

A  highway  post  office  does  very  nearly  that,  except  that 
it  is  usually  on  a  route.  It  operates  between  two  major 
rail  junctions. 

Q.i  Would  you  say  that  both  of  them  would  be  a  means 
of  attempting  to  solve  the  problem  of  broadening  the  scope 
of  air  mail  service?  A.  That  is  right. 

Q.  Are  you  familiar  with  the  certificates  recently  issued 
to  Aviation  Enterprises  to  operate  in  South  Texas?  A. 

i  No,  sir;  I  am  not.  I  only  know  that  certificates  were 
6808i  issued  covering  about  4000  miles  in  the  Texas- 
Oklahoma  area. 
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Q.  If  the  certificate  issued  to  Aviation  Enterprises  in¬ 
cludes  points  of  Harlingen  and  McAllen,  Texas,  to  the 
points  involved  in  Airnew’s  application,  would  you  give 
consideration  to  the  development  of  truck  routes  in  coordi¬ 
nation  with  air  mail  service  to  those  points  at  this  time? 
A.  I  think  we  would,  if  we  could  find  the  service  would 
be  improved.  We  already  have  some  truck  routes  down 
in  that  territory. 

Q.  That  would  be  a  factor  to  be  given  consideration  as 
to  whether  the  application  of  Aimews  would  result  in 
sufficient  public  benefit?  A.  That  is  right. 

Q.  On  page  2  of  your  testimony,  in  the  last  line  of  the 
third  answer,  you  referred  to  combination  schedules.  In 
other  parts  of  your  answer  you  referred  to  passenger 
schedules.  Do  you  mean  combination  passenger  schedules? 
A.  Let  me  get  this:  Did  you  say  page  2,  the  answer  to 
the  third  question? 

Q.  Yes,  the  last  line.  A.  1  mean  passenger  and  mail, 
rather  than  exclusive  cargo  ships. 

Mr.  Peyser:  Thank  you. 

Examiner  Cusick:  Mr.  Reilly? 

Mr.  Reilly:  Just  one  question,  Mr.  Examiner. 

Q.  Mr.  Martin,  as  far  as  the  Post  Office  Department  is 
concerned,  what  would  you  consider  to  the  best  morning 
departure?  In  other  words,  what  time,  say,  from 
6809  San  Antonio  south?  A.  The  best  morning  depar¬ 
ture  is  one  early  enough  to  effect  carrier  delivery 
and  rural  delivery  to  as  many  towns  as  possible.  That  is, 
a  schedule  leaving  at  noon,  going  through  the  area  in  the 
late  afternoon  when  morning  carrier  deliveries  have  been 
made  and  most  rural  routes  trips  would  be  made,  would 
be  of  less  value  to  the  post  offices  than  one  operating  early 
enough  in  the  morning  to  make  those  connections. 
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Lewis  C.  Sorrell 


•  •  •  •  • 

Direct  Examination 
Bv  Mr.  Markham: 

Q.  Will  you  give  the  Reporter  your  name  and  address, 
please,  Doctor?  A.  Lewis  C.  Sorrell;  address,  Faculty 
Exchange,  University  of  Chicago,  Chicago,  Illinois. 

Q.  Are  vour  qualifications  correctly  set  forth  in  Exhibit 
ATA-1?  A.  They  are. 

Q.  Let  us  assume  a  situation  in  which  two  air  carriers 
are  certificated  by  the  Board  to  serve  exactly  the  same 
points  and  over  the  same  routes. 

One  of  the  carriers  is  authorized  to  transport  passengers, 
property  and  mail.  The  other  is  authorized  to  transport 
property  only. 

Nowr,  assuming  equal  managerial  ability  and  efficiency, 
which  of  those  two  carriers,  in  your  opinion,  would  be  able 
to  transport  property  at  the  lower  unit  cost? 

Mr.  Craven:  I  object  to  that  on  the  ground  that  there 
has  been  no  showing  of  any  qualifications.  It  hasn’t 
6815  been  demonstrated  that  this  man  ever  saw  an  air¬ 
line  or  that  he  ever  made  a  study  of  its  costs. 

Mr.  Markham:  It  is  quite  apparent  that  Mr.  Craven 
has  not  read  Dr.  Sorrell’s  qualifications. 

Mr.  Craven:  I  don’t  find  anything  there  that  qualifies 
him  for  this.  You  might  point  it  out. 

Exa miner  Radcliffe:  I  assume  that  you  are  asking  the 
question  on  the  basis  of  the  economics  of  the  operations, 
and  cost? 

Mr.  Markham:  Precisely  so. 

Examiner  Radcliffe:  The  objection  is  overruled. 

Mr.  Beitel :  Mr.  Examiner,  we  w'ould  like  to  object  to 
the  question  on  the  ground  that  it  doesn’t  appear  from 
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ATA-1  that  the  witness  ever  operated  an  airline  or  ever 
had  any  connection  with  the  operation  of  an  airline. 

Mr.  Markham :  The  objection  is — 

Examiner  Radcliffe:  The  objection  is  overruled.  The 
witness  may  answer. 

Mr.  Miller:  I  would  like  to  join  in  the  same  objection. 

Examiner  Radcliffe:  Overruled. 

Mr.  Craven :  I  object  to  that  question  unless  it  specifies 
whether  he  means  on  an  added  cost  basis  or  an  allocated 
cost  basis.  The  question  is  meaningless,  ambiguous,  not 
sufficiently  specific. 

Examiner  Radcliffe:  The  witness  may  give  his  answer, 
and  in  cross  examination  you  may  develop  such  facts  as 
you  deem  pertinent. 

The  Witness :  In  answering  that  question,  I  would  first 
particularize  the  assumptions:  that  it  should  em- 
6816  brace  companies  of  somewhere  near  the  same  size, 
employing  at  least  somewhere  near  the  same  size 
and  types  of  equipment,  and  also  paying  approximately, 
at  least,  the  same  rate  of  wages  and  prices  for  materials. 

That  assumption,  or  particularization  of  the  assump¬ 
tions,  seems  to  me  to  be  necessary  first. 

With  that  particularization,  I  would  say  that  the  com¬ 
pany  that  performs  the  multiple  services — that  is,  carries 
mail,  carries  passengers,  carries  cargo — should  be  in  a 
better  position  to  realize  lower  unit  costs ;  meaning  by  that 
expression  now*  total  unit  ton  mile  costs,  than  a  company 
that  did  not  have  the  capacity  to  carry  all  three  types  of 
cargo. 

My  reason  for  this  expression  of  opinion  is  based  upon 
some  familiarity  with  the  classification  of  accounts  em¬ 
ployed  in  the  air  transport  field,  and  the  effect  of  perform¬ 
ing  several  types  of  service  with  respect  to  those  accounts. 

Essentially,  it  is  a  question  of  spreading  certain  costs 
over  more  units  of  traffic,  even  though  the  traffics  are  of 
different  types. 
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In  order  to  make  that  reasonably  clear,  may  I,  without 
adding  too  much  from  the  record,  specify  from  the  2780’s 
the  accounts  that  would  be  normally  affected  by  such  joint 
operations. 

Ground  costs,  Account  Nos.  451,  452,  454,  455,  456,  458, 
463,  464,  466,  and  469,  all  of  those  costs  belonging  to  ground 
operations. 

Secondly,  ground  equipment  maintenance  Accounts 
6817  551  to  560,  inclusive. 

Equipment  maintenance  indirect,  601  to  620. 

Traffic  and  sales,  701,  713. 

Advertising,  superintendence,  751. 

General  and  administrative,  801  to  819. 

Depreciation  of  ground  equipment  accounts:  these  ac¬ 
counts  for  the  first  eight  months  of  1946,  as  shown  by  the 
2780’s  aggregated  $60,864,068,  and  they  constituted  ap¬ 
proximately  30  per  cent  of  the  total  operating  expenses. 

In  each  of  those  accounts  is  a  sum  that  represents  the 
joint  operation  of  services,  and  each  of  them  must  largely 
be  spread  against  all  of  the  services  rendered. 

It  would  therefore  be  the  case  that  in  performing  three 
types  of  services,  total  lower  unit  costs;  not  added  costs, 
but  lower  total  unit  costs;  should  emerge  from  spreading 
over  these  types  of  traffic. 

In  the  course  of  the  hearings,  as  shown  by  the  tran¬ 
script,  some  discussion  has  burned  upon  the  question 
whether  the  organization  would  be  in  terms  of  a  separate 
corporation  or  of  a  department  within  a  company.  This 
obviously  is  the  difference  that  should  be  recognized,  be¬ 
tween  corporation — corporate — structure,  on  the  one  hand, 
and  administrative  organization  on  the  other. 

Probably  every  carrier  of  any  type,  whether  air  or 
otherwise,  that  has  joint  services  tends  toward  a  degree 
of  separateness  in  their  actual  management.  That  is  true 
of  the  railroads,  certainly  is  true  of  the  steamship  lines, 
where  there  are  joint  freight  and  passenger  services. 
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Therefore  I  have  been  careful,  in  this  enumera- 

6818  tion,  to  eliminate  from  this  accounting  statement 
those  expense  accounts  that  must  be  separate  in 

their  operation. 

The  equipment  accounts,  for  example,  will  be  separate 
in  their  operation,  and  some  of  the  ground  and  much  of 
the  traffic  will  be  separate  administratively  organized, 
even  though  they  are  jointly  conducted  under  the  same 
general  managerial  organization. 

Now,  that  would  be  the  practical  way  of  organizing  to 
obtain  the  effects  of  joint  operation  and  the  economies  of 
joint  operation  as  far  as  possible. 

All  forms  of  transport  performing  multiple  services 
tend  distinctly  to  organize  in  that  fashion. 

But  let  us  suppose  that  they  did  not ;  that  they  proceeded 
to  set  up  a  separate  corporation  and  also  a  completely 
separate  managerial  structure,  completely  separate  traffic, 
completely  separate  equipment  maintenance  departments, 
a  completely  separate  operating  department. 

It  wouldn’t  be  the  economical,  the  common-sense  way  of 
doing  it,  from  the  standpoint  of  business  management 
and  business  organization ;  but  suppose  that  they  should 
do  so.  There  is  still  no  reason  to  suppose  that  under  the 
assumptions  stated  in  this  question,  and  as  particularized 
further  by  myself  in  my  opening  statement,  the  company, 
having  the  subsidiary  concerns  only  with  operation  prop¬ 
erty,  would  be  at  any  disadvantage  with  a  completely  in¬ 
dependent  company  with  respect  to  the  costs  of  operation. 

Again  I  emphasize  the  qualifications  which  were  made  in 
the  question  asked,  and  as  particularized  in  my  opening 
statement 

6819  By  Mr.  Markham: 

Q.  Now  let  us  assume,  Doctor,  for  a  moment, 
that  your  opinion  on  that  point  should  prove  to  be  incor- 


2614 


Excerpts  from  Testimony  of  Lewis  C.  Sorrell 

rect,  and  that  the  property-only  carrier  would  be  able  to 
reduce  its  unit  cost  below  those  of  the  passenger,  mail, 
and  property  carrier:  what  effect  would  that  have,  in 
your  opinion,  upon  the  passenger,  mail  and  property  car¬ 
rier  in  terms  of  its  unit  costs  and  rates  that  it  could  charge 
the  public  for  its  services! 

Mr.  Beitel:  Mr.  Examiner,  the  same  objection,  for  the 
same  reason  that  I  gave  to  the  first  question. 

Examiner  Radcliffe:  Overruled. 

The  Witness:  Either  the  property-only  carrier  would 
reduce  its  rates  to  a  position  reflected  by  its  lower  costs, 
or,  in  the  alternative,  they  might  elect  to  maintain  their 
rates  at  the  level  of  the  multiple-service  carrier. 

Parenthetically,  may  I  let  the  term  “multiple-service 
carrier”  stand  for  the  carrier  that  performs  freight  pas¬ 
senger,  all  services;  and  the  “property-only  carrier,”  as 
evidenced  by  the  context  of  the  question! 

Now,  if  the  property-only  carrier  elects  to  competitively 
reduce  its  rates  to  its  lower  costs,  then  the  multiple-serv¬ 
ice  carrier  has  two  elections  to  make,  as  a  matter  of  man¬ 
agement.  It  can  elect  to  meet  that  rate  and  disregard  its 
unit  costs. 

Let  me  add  again  at  this  point,  so  that  there  may  be  no 
misconception:  I  am  talking  about  total  unit  costs  and 
not  added  costs. 

6820  Suppose  it  makes  that  election  to  reduce  its  rates 
based  upon  the  rates  offered  competitively  by  the 
property-only  carrier!  Then  to  that  extent,  and  in  terms 
of  the  hypothesis  in  this  question,  it  lessens  its  ability  to 
reduce  the  ton  mile  costs  and  the  rates  there  from — based 
there  upon,  I  should  say, — upon  other  traffic. 

That  is,  if  it  were  able  to  sustain  the  volume  of  business, 
property  carried,  let  me  say  there  specifically,  upon  its 
own  costs,  then  it  would  be  able  from  the  joint  production 
of  these  services  to  reduce  the  ton  mile  costs  on  both  the 
mail,  the  passenger,  and  the  freight. 
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But  under  this  assumption  of  competitive  conditions 
and  of  meeting  competition,  its  ability  to  reduce  the  other 
costs  is  diminished,  and  therefore  the  possibility  of  pass¬ 
ing  on  reduced  costs  in  reduced  mail  and  passenger  fares 
is  somewhat  lessened. 

Take  the  other  alternative:  Suppose  they  do  not  meet 
the  competitive  rate?  Then,  if  there  is  a  substantial  differ¬ 
ence  in  these  competitive  rates,  we  must  assume  that  the 
multiple-carrier  would  tend  to  lose  the  greater  part  of 
that  business  to  the  property-only  carrier.  As  a  result, 
its  total  volume  would  decline. 

The  impact  upon  its  total  unit  costs  would  be  to  increase 
them,  and  the  same  result  would  accrue  that  happened 
before  in  the  first  part  of  this  election;  namely,  that  the 
multiple-carrier  could  not  pass  on  reductions  in  total  unit 
costs  on  the  mail  and  passenger  as  well  as  it  could  if  it 
had  the  property  business  too. 

As  I  indicated,  there  is  another  election  which  the 
6821  property-only  carrier  might  undertake.  They  might 
maintain  their  rates  at  a  point  above  their  costs, 
and  enjoy  greater  profits.  If  so,  then  the  benefit  of  re¬ 
duced  rates — 

May  I  go  back,  and  will  you  strike  out  “if  so”? 

To  the  extent  that  they  elected  to  operate  in  that 
fashion — 

Mr.  Craven:  Excuse  me.  When  you  say  “they,”  you 
are  talking  about  the  freight  carrier? 

The  Witness:  The  freight-only  carrier.  If  they  made 
that  election,  the  public  would  then  be  in  a  position  of  not 
realizing  the  benefits  of  lower  costs  which  come  from  the 
property-only  carrier’s  assumed  capacity  here. 

Now,  I  may  say,  gentlemen:  this  is  no  mere  theory.  I 
think  any  student  who  has  any  real  familiarity  with  the 
competitive  conditions  that  have  developed  in  the  last  25 
years — and  I  certainly  am  familiar  with  a  large  part  of 
that,  between  the  railroads  and  trucks  and  the  railroads 
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and  the  busses — will  realize  that  precisely  that  sort  of  a 
thing  has  happened;  that  there  has  been  competitive  di¬ 
version  from  the  rails,  with  resultant  increase  in  unit  costs 
to  the  rail  carriers;  in  some  instances  of  certain  classes 
of  their  freight  service;  in  other  cases  with  certainly  re¬ 
sultant  increases  in  the  unit  costs  of  their  passenger  serv¬ 
ice. 

In  this  case,  the  unit  cost  of  the  passenger  service — I 
mean  the  passenger-mile  now — and  in  the  freight  case,  the 
ton-mile. 

I  shall  endeavor  throughout  here  to  be  very  clear  and 
specific  in  my  terminology,  but  at  this  point,  I  mean  in 
the  passenger-mile  costs  of  the  railroads  and  in  the 
6822  ton-mile  costs  of  the  railroads. 

There  are  other  examples  which  might  be  given, 
but  this  is  so  recent,  and  has  been  so  apparent,  ever  since 
1920,  that  I  think  it  will  suffice  to  exemplify  this  point  with¬ 
out  encumbering  this  already  very  cumbersome  record. 

Mr.  Lear:  Mr.  Examiner,  may  we  have  that  question 
read  back? 

Mr.  Page :  Mr.  Examiner,  I  would  like  to  have  the  ques¬ 
tion  read  back  too. 

Examiner  Cusick:  We  will  be  here  for  months  if  we 
start  reading  back  all  these  answers.  Obviously,  when  it 
is  a  long  answer  it  is  difficult  to  follow.  It  is  not  as  easy 
as  when  the  oral  testimony  is  reduced  to  writing. 

Mr.  Page:  Mr.  Lear  said  he  would  like  to  have  the  an¬ 
swer  read  back,  and  I  would  just  like  to  have  the  question 
read  back. 

Examiner  Cusick:  Very  well.  We  will  have  the  ques¬ 
tion  read  back  and  the  last  part  of  the  answer. 

(Question  and  last  part  of  answer  read) 

Mr.  Page:  Mr.  Examiner,  in  view  of  the  long  answer, 
which  partakes  somewhat  of  the  nature  of  dialectics  and 
logic  and  abstractions,  if  we  are  to  assume  that  the  answer 
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of  the  Doctor  to  the  first  question  is  wrong,  what  basis 
is  there  for  the  substantiation  of  the  second  hypothetical 
answer? 

Mr.  Markham:  Mr.  Examiner,  I  think  as  far  as  the 
economics  of  this  case  are  concerned,  it  is  entirely  proper 
and  relevant  to  consider  the  economic  effects  of  either  of 
two  alternatives. 

6823  Now,  the  first  question  dealt  with  the  Doctor’s 
opinion  as  to  which  of  the  two  carriers  would  be 
able  to  reduce  its  unit  costs  to  the  lower  figure.  The  Doctor 
expressed  the  opinion,  in  substance,  that  what  he  calls 
the  multiple-carrier  would  be  able,  by  reason  of  spreading 
its  costs,  to  realize  lower  unit  costs;  and  in  any  event,  the 
highest  unit  cost  which  the  multiple-carrier  should  realize 
would  be  no  greater  than  that  of  the  property-only  carrier. 

Now,  I  think  as  far  as  the  economics  of  the  case  are 
concerned,  it  is  pertinent  to  inquire  what  would  be  the 
result  if  for  reasons  unkonwn  the  property-only  carrier 
were  able  to  realize  lower  unit  costs;  and  that  was  the 
point  of  the  second  question. 

I  think  the  consideration  of  both  alternatives  is  ex¬ 
tremely  relevant  and  material  to  the  questions  to  be  de¬ 
cided  by  the  Board  in  this  case. 

Examiner  Radcliffe:  Mr.  Page,  did  you  have  an  objec¬ 
tion  specifically? 

Mr.  Page:  I  think  it  justifies  an  objection,  but  I  didn’t 
want  to  go  so  far.  I  think  the  question  is  justly  raised: 
that  since  both  of  these  questions  are  hypothetical,  and 
therefore  the  principles  of  logic  to  some  extent  must  be 
relied  upon  in  order  to  make  the  answers  intelligible,  if 
the  assumption  for  the  second  question  is  that  the  first 
opinion  might  be  wrong,  is  there  not  thrown  into  question 
the  validity  of  the  second  hypothetical  answer? 

Examiner  Radcliffe:  If  you  have  an  objection  on  that 
basis,  it  is  overruled,  Mr.  Page. 
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Mr.  Page :  Thank  you,  sir. 

6824  Mr.  Peyser:  I  merely  wanted  to  point  out  that 
there  were  certain  assumptions  made  by  Dr.  Sor¬ 
rell  and  I  assumed  that  if  those  assumptions  were  not 
corrected  in  particular  instances,  a  different  result  might 
flow. 

Examiner  Radcliffe:  That  may  be  developed  on  cross 
examination. 

Examiner  Cusick:  Or  on  brief. 

Off  the  record. 

(Discussion  off  the  record) 

Examiner  Cusick:  On  the  record. 

Proceed  with  the  next  question,  please. 

By  Mr.  Markham: 

Q.  Now,  let  us  assume  a  situation  in  which  two  air 
carriers  are  certificated  by  the  Board  to  operate  between 
the  same  terminal  points.  One  carrier  is  authorized  to 
transport  passengers,  mail,  and  property  and  is  also  cer¬ 
tificated  to  serve  a  number  of  intermediate  points  between 
the  terminals. 

The  other  carrier,  which  is  authorized  to  transport 
property  only,  operates  only  between  the  terminals.  And 
let  us  assume  also  that  the  property-only  carrier  is  able 
to  reduce  its  unit  cost  below  that  of  the  other  carrier. 

What  effect  would  that  have,  in  your  opinion,  upon  the 
passenger-mail-and-property  carrier  in  terms  of  its  unit 
costs  and  rates  w’hich  it  could  charge  for  its  services? 

Mr.  Beitel:  Mr.  Examiner,  I  make  the  same  objection, 
for  the  same  reasons.  Will  I  have  to  restate  them? 
Examiner  Radcliffe :  No.  Overruled. 

6825  The  Witness:  The  answer  in  part  is  the  same 
as  that  given  to  the  second  question  asked,  and  in 

part  it  is  different.  First,  as  to  the  similarity:  The  car- 
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rier  operating  between  the  terminals  only,  now,  identified 
in  this  case  as  the  property-only  carrier,  having  the  lower 
costs  there,  and  having  no  responsibility,  or  at  least  as¬ 
suming  none,  with  respect  to  the  intermediate  traffic,  may 
then  lower  its  rates  to  those  lower  costs. 

Now,  the  question  presented  to  the  multiple-service 
carrier  is  whether  it  shall  meet  those  rates  at  the  terminal 
or  whether  it  shall  not. 

Its  unit  costs,  now  meaning  ton-miles,  of  the  multiple- 
service  carrier  are  of  course  affected  by  all  of  the  service 
it  renders,  to  the  intermediate  points  as  well  as  between 
the  terminal  points. 

If  it  reduces  its  terminal-to- terminal  rates  to  meet  the 
competition  of  the  property-only  carrier,  then  that  traffic 
does  not  bear  its  share  of  the  total  unit  costs  of  the  mul¬ 
tiple-carrier,  ton-mile  costs. 

The  result  is,  then,  that  those  costs  must  be  spread  over 
the  other  traffic,  and  their  costs  may  be  enhanced. 

If  it  does  not  meet  that,  and  retires  from  the  business, 
as  it  presumably  must  if  there  is  a  substantial  difference 
in  the  rates,  much  the  same  result  accrues:  diminished 
capacity  to  reduce  its  total  ton-mile  cost  and  to  pass  on 
benefits  of  that  to  the  other  services. 

Let  me  say  here,  parenthetically  again,  that  this  is  well 
developed  in  the  transportation  history  of  the  United 
States. 

6826  This,  indeed,  has  been  the  basic  controversy  be¬ 
tween  the  intercoastal  water  carriers  and  the  trans¬ 
continental  railroads.  The  fact  is  that  the  water  carriers 
operating  between  the  coasts  did  reduce  their  rates,  and 
the  transcontinental  railroads  met  those  rates,  resulting 
in  diminished  capacity  to  reduce  their  rates  on  other  traffic 
and  between  intermediate  points. 

Now,  this  points  up  to  the  differential  factor  in  this 
question,  as  distinct  from  the  other  two;  namely,  that  it 
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opens  up  the  question  of  undue  rate  discrimination  in  our 
transportation  economics. 

If  the  traffic  between  large  and  important  terminals  gets 
these  reduced  rates,  and  the  carriers  that  serve  interme¬ 
diate  points  as  well  as  the  large  terminals  where  the 
heavier  traffic  is  found  meets  those  rates,  then  of  course 
the  question  arises:  what  will  be  the  rate  on  the  inter- 
mediate-to-the-terminal  traffic  and  the  intermediate-inter¬ 
mediate  traffic?  What  will  be  the  effect  on  those? 

There  will  be  the  difficulty  of  reducing  ton-mile  costs  on 
that  traffic,  the  difficulty  of  reducing  the  rates  on  that  traf¬ 
fic.  And  the  result  will  be  higher  rates  between  inter¬ 
mediate  points  and  between  intermediate  and  terminal 
points  than  could  otherwise  or  that  might  otherwise  pre¬ 
vail 

Now,  this  is,  frankly,  the  burden  of  the  third  section  of 
the  Interstate  Commerce  Act,  the  fourth  section  of  the 
Interstate  Commerce  Act,  and  I  believe  it  is  Section  408 
of  the  Civil  Aeronautics  Act. 

Mr.  Markham:  404? 

6827  The  Witness:  404 — which  repeats  in  terms  just 
about  the  same  as  found  in  Section  4  of  the  Inter¬ 
state  Commerce  Act.  This  section,  I  believe,  has  not  been 
importantly  involved  yet  in  air  transport,  because  most 
rate  discrimination  questions  arise  in  freight  rather  than 
in  passenger. 

But  if  we  look  forward  to  the  development  of  cargo 
freight,  as  most  of  us  and  probably  all  of  us  in  this  room 
do,  there  is  distinctly  the  question  that  will  have  to  be 
forced  by  the  Board,  by  operators :  How  to  arrange  a  rate 
structure  which  will  accord  service  and  reasonable  rates 
that  are  not  unduly  preferential  of  the  points  that  pro¬ 
duce  the  large  traffic,  and  unduly  prejudicial  of  the  points 
that  produce  lesser  volumes  of  traffic. 

I  am  sure  that  I  do  not  exactly  rate  when  I  say  that  a 
large  portion  of  the  time  of  the  regulatory  bodies,  the 
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Interstate  Commerce  Commission,  for  example,  even  since 
1887,  has  been  expended  upon  this  particular  question. 

It  is  the  basis  of  the  long  and  short-haul  clause.  It  is 
precisely  the  situation  that  arose  in  all  of  those  years 
when  the  transcontinental  freight  structure  accorded  lower 
rates  between  New  York  and  San  Francisco  than  between 
St.  Louis  and  Denver. 

And  in  all  of  those  years,  rate  men  in  this  room  will 
remember  the  basic-point  freight  rate  structure  of  the 
South,  when  lower  rates  were  given  between  more  impor¬ 
tant  points  originating  traffic  than  intermediate  points. 

I  am  sure  Mr.  Craven  here,  who  has  long  practiced  in 
the  railroad  field,  is  familiar  with  that. 

6828  Mr.  Meyers :  Mr.  Examiner,  I  object  to  any 
further  dissertation  on  railroad  economics  as  an 
answer  to  a  question  which  involved  two  carriers  carry¬ 
ing  between  two  terminal  points,  one  of  whom  was  a  mul¬ 
tiple-service  carrier  and  the  other  of  whom  was  a  property- 
only  carrier. 

I  think  we  have  listened  to  the  dissertation  -with  great 
patience  and  great  admiration,  but  I  don’t  think  it  is 
pertinent  to  the  hearing  here,  and  I  object  to  it 

Mr.  Reilly :  I  think  it  is  about  the  only  example  he  could 
give,  Mr.  Examiner. 

Examiner  Radcliffe:  The  reference  was  used  as  an  il¬ 
lustrative  example.  The  objection  is  overruled. 

By  Mr.  Markham : 

Q.  Have  you  had  occasion,  Doctor,  to  examine  Exhibits 
CEA-443  to  459,  inclusive,  and  CEA-445.1,  and  to  read  the 
testimony  of  Messrs.  Rockefeller  and  Adams  concerning 
those  exhibits?  A.  I  have  read  and  have  examined  all 
of  that. 

Q.  Do  these  exhibits  in  your  opinion  justify  the  conclu¬ 
sion  that  the  presently  certificated  airlines  have  reached 
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the  point  where  they  can  no  longer  affect  substantial  re¬ 
ductions  in  unit  costs  by  expanding  the  volume  of  traffic 
handled?  A.  I  will  first  answer,  that  in  my  opinion,  they 
do  not  sustain  that  conclusion,  and  now  I  will  try  to  ex¬ 
plain  why  I  think  they  do  not  sustain  that  conclusion. 

In  the  first  place,  the  caption  in  the  tables  444  to  450, 
including  also  445.1,  and  the  testimony  offered  by  the  wit¬ 
nesses,  do  not  always  use  the  same  term  in  talking 
6829  about  unit  costs.  Sometimes  it  would  appear  from 
the  transcrpt  here  that  the  witnesses  mean  plane- 
mile  costs ;  in  other  cases,  ton-mile  costs  or  passenger-mile 
costs. 

Mr.  Craven :  I  object  to  that  criticism,  unless  it  is  made 
specific,  so  we  can  know’  to  what  statements  the  criticism 
applies. 

The  Witness:  I  think  I  can  give  you  the  precise  page 
here. 

Mr.  Craven,  at  the  top  of  page  1683,  the  first  paragraph 
there,  the  witness  states :  “The  inability  of  the  certificated 
airlines  to  reduce  the  unit  cost  of  transportation  as  a  re¬ 
sult  of  the  expansion  of  volume  of  transportation  carried.” 

The  next  sentence  in  that  paragraph  reads:  “The  ex¬ 
hibits  show  that  there  is  liability  to  do  so  for  the  industry 
as  a  w’hole  on  a  passenger-mile  basis  and  also  on  a  ton- 
mile  basis.” 

Now,  what  unit  cost  did  the  witness  have  in  mind  when 
he  speaks  of  the  inability  to  reduce  the  unit  cost  of  trans¬ 
portation  but  in  the  next  sentence  says  there  is  liability 
to  do  so  in  terms  of  ton-mile  and  passenger-miles? 

Mr.  Meyers :  Mr.  Examiner,  I  don’t  want  to  be  obstrep¬ 
erous,  but  isn’t  that  a  question  that  should  have  been 
asked  on  cross  examination  of  the  witness  by  counsel? 

Examiner  Cusick:  Mr.  Beitel,  I  believe,  wanted  him  to 
point  out  on  the  record  wrhere  that  was.  He  has  done  that. 

Mr.  Meyers :  He  has  pointed  it  out,  but  he  is  now  going 
on  to  comment  on  it. 
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Mr.  Craven:  This  is  matter  for  a  brief. 

6830  Examiner  Cusick:  The  objection  is,  I  believe. 

That  can  be  argued  on  brief.  If  such  a  thing  is  not 

in  the  record,  you  can  point  out  on  brief  that  the  witness 
was  incorrect  in  his  statement. 

Mr.  Craven:  Mr.  Examiner,  he  is  not  merely  pointing 
out  parts  of  the  transcript,  which  is  what  we  asked  him 
to  do,  but  he  is  criticizing  the  statements,  as  one  might 
well  have  done  in  cross  examination  by  proper  questions, 
or  as  counsel  can  do  on  brief. 

I  have  asked  that  he  point  out  these  things  which  he 
says  are  inconsistent,  and  I  think  he  ought  to  be  restricted 
to  that.  I  don’t  think  he  should  engage  in  an  argument 
about  it. 

Mr.  Markham:  Mr.  Examiner,  it  was  my  question,  not 
Mr.  Craven’s.  Mr.  Craven  interrupted  the  witness  in  the 
middle  of  his  answer.  I  think  the  witness  has  given  the 
opinion  and  is  attempting  to  explain  it,  and  I  think  he 
should  be  permitted  to  finish  his  answer  without  repeated 
cross  examination  in  the  middle  of  his  answer. 

Mr.  Craven:  We  are  not  trying  to  cross  examine;  we  are 
trying  to  keep  him  within  the  proper  limits  of  an  expert 
witness’  testimony. 

Examiner  Cusick:  I  think  most  of  the  witnesses  have 
gone  far  afield  in  some  of  their  expert  opinions,  and  it 
won’t  hurt  if  we  go  a  little  far  afield  with  this  witness. 
Objection  is  overruled. 

Mr.  Craven:  That  admits,  doesn’t  it,  that  he  is  off  the 
reservation? 

Examiner  Cusick:  It  doesn’t  admit  anything  of 

6831  the  kind,  Mr.  Craven. 

Mr.  Markham:  May  I  request — 

The  Witness:  At  the  top  of  page  2040  is  another  in¬ 
stance,  Mr.  Craven,  and  I  will  not  argue  that  one. 

Mr.  Craven:  2040? 

The  Witness:  Yes,  Mr.  Adams’  testimony. 
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Mr.  Examiner  and  gentlemen :  This  is  an  important 
issue  here.  There  are  so  many  unit  costs  in  all  fields  of 
transportation,  including  this  one,  and  the  costs  of  trans¬ 
portation  in  terms  of  plane-miles,  in  terms  of  ton-miles, 
passenger-miles,  or  even  other  statistical  units  that  might 
be  employed,  exhibit  marked  “Variation." 

Thus,  we  may  have  plane-mile  costs  increasing  when 
ton-mile  costs  are  decreasing.  And  it  makes  a  great  deal 
of  difference  what  kind  of  a  conclusion  you  draw  with 
respect  to  cost  behavior  in  those  terms. 

Now,  it  is  evident  from  these  exhibits  here  that  the  wit¬ 
nesses  for  California  Eastern — 

Mr.  Craven:  I  object.  I  think  if  we  are  going  to  have 
arguments,  they  ought  to  be  made  by  counsel.  This  is  pure 
argument,  and  should  be  confined  to  the  brief. 

If  this  man  -wants  to  testify  as  to  facts,  that  is  all  right, 
but  these  are  not  facts.  This  is  an  argument  now,  made  in 
criticism  of  an  exhibit. 

Examiner  Cusick:  That  is  a  reason  why  his  opinion 
differs  from  that  of  the  experts  of  California  Eastern. 

Mr.  Markham:  He  has  been  attempting  to  explain  that, 
Mr.  Craven. 

Mr.  Craven:  He  can’t  explain  it  by  making  an  argu¬ 
ment — 

6832  Examiner  Cusick:  The  objection  is  overruled. 

The  Witness:  I  only  wish  to  add  there  that  the 
witnesses  for  California  Eastern  recognize  that  point — 

Mr.  Craven :  I  object  to  that.  I  don’t  think  it  is  proper 
for  him  to  comment  upon  the  position  taken  by  the  wit¬ 
nesses  for  California  Eastern.  Let  that  be  done  in  the 
brief. 

This  is  an  argument. 

Examiner  Cusick:  We  will  sustain  the  objection  in  so 
far  as  the  reference  to  a  particular  applicant  is  concerned, 
but  not  in  so  far  as  the  witnesses  generally  are  concerned, 
other  witnesses  in  the  case. 
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Mr.  Markham:  Mr.  Examiner,  the  question  here  was 
whether  or  not  the  conclusions,  certain  conclusions,  could 
be  drawn  from  the  exhibits  of  California  Eastern. 

Now,  how  under  Heaven  can  that  be  done  without  some 
reference  to  California  Eastern  and  the  conclusion  which 
its  witnesses  drew  from  those  exhibits? 

Examiner  Cusick:  T  was  wrong. 

Mr.  Beitel:  Mr.  Examiner,  I  do  think  it  is  proper  for 
the  witness  to  explain  what  he  thinks  is  the  purport  of 
the  testimony  of  California  Eastern’s  witnesses,  and  I 
think  his  facts  should  be  confined  to  the  facts  set  forth  in 
the  exhibits  which  have  been  identified. 

Examiner  Cusick :  You  may  clear  it  up  on  cross  examina¬ 
tion. 

Have  you  finished  with  that  answer? 

The  Witness:  No,  sir. 

Examiner  Cusick :  Proceed. 

6833  Mr.  Meyers:  Mr.  Examiner,  is  he  going  to  give 
us  the  conclusions  that  California  Eastern’s  wit¬ 
nesses  derived  from  the  exhibits,  or  his  conclusions? 

Examiner  Cusick:  He  is  giving  his  conclusions. 

Mr.  Meyers:  It  is  only  his  conclusion? 

Examiner  Cusick:  Obviously. 

The  Witness :  May  I  say  that  the  question  asked  me  was 
— may  we  have  a  reading  of  the  question  again,  as  to  the 
exact  wording? 

Mr.  Markham :  The  question,  in  effect,  was  whether  the 
exhibits  referred  to  in  the  Doctor’s  opinion  justified  the 
conclusion  that  the  presently  certificated  airlines  have 
reached  the  point  where  they  can  no  longer  effect  substan¬ 
tial  reductions  in  unit  costs  by  expanding  the  volume  of 
traffic  handled. 

Mr.  Craven:  Mr.  Examiner,  I  think  the  answer  to  that 
question  ought  to  be  stated  as  a  question  of  fact ;  not  as  a 
question  of  a  lawyer’s  argument. 
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Examiner  Cnsick:  I  think  there  was  an  objection  pre¬ 
viously  as  to  that,  which  was  overruled ;  same  ruling. 

The  Witness:  May  we  turn  to  Exhibits  457  and  489; 
particularly  to  Exhibit  CEA  458. 

Taken  in  conjunction  with  the  statement  of  the  witness 
at  page  1683,  which  interprets  that — 1683  is  the  statement 
of  the  witness  that  refers  directly  to  this  table  in  the 
transcript. 

Mr.  Craven:  Could  we  have  that  statement? 

The  Witness:  Yes,  I  can  read  it  if  you  wish  me  to. 

Examiner  Cusick :  There  is  no  necessity  for  read- 
6834  ing  it  in  the  record.  If  you  desire  to  see  it,  Mr. 

Craven,  he  will  show  you  the  transcript. 

The  Witness:  (Handing)  It  is  that  last  paragraph  there. 

Mr.  Craven:  I  don’t  think  that  has  been  read  into  the 
record,  has  it? 

Examiner  Cusick:  It  hasn’t.  If  it  is  in  the  transcript, 
it  is  in  the  record.  Is  that  what  you  mean? 

Mr.  Craven:  That  is  not  what  I  meant.  I  don’t  think 
the  witness  has  identified  the  statement  on  that  page  that 
he  has  in  mind. 

Examiner  Cusick:  All  right.  Identify  it,  but  don’t  re¬ 
read  it  in  the  record. 

Mr.  Lear:  Mr.  Examiner,  how  is  anyone  here  to  know 
what  the  import  of  these  statements  is?  All  of  us  don’t 
have  copies  of  that  particular  volume  of  the  transcript 
handy. 

Mr.  Beitel:  And  Mr.  Examiner,  are  those  the  only  state¬ 
ments  in  the  transcript  with  reference  to  these  exhibits? 

Examiner  Cusick:  I  don’t  know. 

The  Witness:  No,  there  are  a  good  many  others. 

Mr.  Lear:  Mr.  Examiner,  I  think  all  of  us  are  inter¬ 
ested  in  this  subject,  at  least  all  of  the  applicants,  and 
it  would  be  impossible  to  cross  examine  on  the  basis  of 
something  we  are  not  familiar  with,  just  referring  to  a 
page  in  the  transcript. 
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Examiner  Cusick:  You  mav  read  it. 

The  Witness:  The  section,  or  sentence,  referred  to  is 
as  follows:  At  the  bottom  of  page  1683:  “In  par- 

6835  ticular,  Exhibits  457  and  459,  which  are  correla¬ 
tion  charts,  show  that  such  was  not  the  case ;  in  fact, 

as  the  mail  and  property  ton-miles  increased  as  a  percent¬ 
age  of  total  ton-miles,  indirect  costs  also  increase.  They 
would  be  expected  to  decrease  if  the  expansion  of  volume 
of  air  cargo  should  lead  to  lower  indirect  costs.” 

And  that  is  taken  in  conjunction  with  Exhibit  CEA-458 
in  particular. 

Now,  I  contend  there  are  two  basis  fallacies  in  the  con¬ 
clusion  from  that  statement,  two  basic  fallacies. 

The  first  is  this :  They  would  not  be  expected  to  decline 
as  a  percentage  of  total  costs  as  the  volume  of  traffic 
increases. 

The  reason  for  that  was  well  developed,  more  than  40 
years  ago,  by  one  of  the  most  competent  students  of  trans¬ 
portation  in  the  United  States,  Dr.  M.  0.  Lorenz;  until 
lately  chief  of  the  Statistical  Bureau  of  the  Interstate  Com¬ 
merce  Commission.  He  was  asking  the  question:  Why  was 
it — 

Mr.  Beitel :  Mr.  Examiner,  I  object  to  this  on  the  grounds 
of  hearsay. 

Mr.  Markham:  Mr.  Examiner,  can  the  witness  be  per¬ 
mitted  to  finish  his  testimony  without  this  constant  harass¬ 
ment  T 

Mr.  Craven:  He  certainly  can’t,  if  he  goes  out  of  the 
realm  of  proper  testimony. 

Mr.  Markham :  He  is  attempting  to  explain — 

Examiner  Cusick:  Objection  is  overruled. 

The  Witness:  Dr.  Lorenz  answered  the  question, 

6836  “Why  it  was  that  in  railroad  transportation  the 
indirect  or  overhead  costs  increased  as  rapidly  as 

the  so-called  constant  costs,  as  a  total.” 
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And  the  reason  was  that  the  investment  in  plant  and 
equipment  increased  continually;  with  the  result  that  while 
the  overhead  or  what  are  called  overhead  costs  continued 
to  be  as  large  a  percentage  of  total  costs  as  ever,  the  unit 
costs  in  terms  of  ton-miles  and  passenger-miles  continu¬ 
ally  declined. 

Therefore,  it  is  not  a  proper  conclusion  that  because 
the  indirect  costs  increase  as  a  percentage  of  total  costs, 
you  have  therefore  reached  or  passed  the  point  where  a 
transportation  company  can  further  reduce  ton-mile  or 
passenger-mile  costs. 

The  basic  fallacy  is  the  failure  to  recognize  that,  regard¬ 
less  of  what  the  percentage  relationship  is  between  indi¬ 
rect  costs  or  overhead  costs,  as  some  people  call  them, 
and  constant  costs,  regardless  of  what  that  percentage 
may  be,  as  long  as  total  traffic  increases  faster  than  in¬ 
vestment,  faster  than  labor  employed,  you  get  reductions 
in  total  unit  costs,  ton-mile  costs,  passenger-mile  costs, 
total  passenger-mile  costs;  not  out-of-pocket  costs,  not 
added  costs:  you  get  reductions  in  them. 

And  the  history  of  transportation  will  show  that,  for 
better  than  60  years.  And  it  has  been  continuing,  to  my 
certain  knowledge,  at  least  down  to  1930. 

I  consider  the  second  basic  fallacy  in  that  conclusion, 
based  upon  this  exhibit,  grows  out  of  the  identification  of 
airline  ground  and  indirect  costs  with  overhead  costs. 
6837  Now,  there  has  been  a  lot  of  loose  talk  about  costs 
everywhere. 

Mr.  Beitel:  I  object  to  the  characterization;  as  being 
“loose.” 

Examiner  Cusick:  I  don’t  think  he  particularly  meant 
this  record. 

The  Witness:  No,  what  I  meant  was  this:  Even  in  the 
air  transport  industry,  ground  and  indirect  costs  often 
are  called  overhead. 
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Mr.  Meyers:  Does  he  mean  just  the  certificated  car¬ 
riers? 

The  Witness:  I  know  among  the  certificated  carriers 
they  very  often  do  so.  And  I  am  not  blaming  you  people 
or  anybody  else,  but,  as  I  say,  that  takes  place. 

And  consequently,  it  is  easy  to  get  into  the  mode  of 
thinking  that  these  ground  and  indirect  costs  are  in  fact 
overhead  costs,  and  fairly  constant.  That  is  not  the  case. 
A  large  portion  of  these  ground  and  indirect  costs  are 
just  as  variable  as  anything  found  in  the  direct  plane- 
mile  costs. 

For  example,  in  those  ground  and  indirect  costs  appear 
passenger  service  costs.  And  they  certainly  are  variable 
with  traffic.  They  vary  almost  perfectly  with  the  volume 
of  passenger  traffic  that  is  rendered.  There  is  also  in 
these  ground  and  indirect  costs  station  service  costs,  com¬ 
munications  costs,  telephone  and  telegraph  costs. 

And  I  might  mention  a  score  of  others  there,  every  one 
of  which  tends  to  vary  with  the  volume  of  traffic.  And 
therefore,  they  are  not  overhead  constant  costs,  but 
6838  a  large  portion  of  them  are  really  just  as  variable 
as  those  costs  that  are  found  in  direct  costs. 

Therefore,  because  of  the  two  fallacies  that  I  have  just 
pointed  out  here,  namely,  the  failure  to  perceive  that  the 
import  under  the  cost  is  the  ton-mile  cost  rather  than  the 
plane-mile  cost,  the  failure  to  recognize  that  decreased 
ton-mile  costs  may  take  place  while  indirect  costs  are 
increasing  as  a  percentage  of  the  total,  and  the  tendency 
to  identify  ground  and  indirect  costs  with  the  concept  of 
overhead,  constant,  invariable  costs:  the  conclusion  based 
upon  this,  namely,  that  the  airlines  have  passed  the  point 
where  they  may  further  reduce  their  ton-mile  cost,  is  not 
sustained. 

I  state,  therefore,  that  the  data  here  do  not  sustain  the 
conclusion — 
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Mr.  Craven:  I  object  to  that  as  a  matter  of  argument. 

Mr.  Markham:  He  was  asked  for  his  opinion,  Mr.  Ex¬ 
aminer. 

Mr.  Craven :  He  is  not  asked  for  his  opinion  as  a  lawyer 
about  an  issue  which  may  properly  be  stated  in  brief  as 
a  legal  argument. 

Mr.  Markham :  He  was  asked  his  opinion  as  to  whether 
the  data  contained  in  the  exhibits  justify  a  certain  con¬ 
clusion.  He  certainly  is  entitled  to  state  that. 

Examiner  Cusick:  His  answer,  I  believe,  in  the  begin¬ 
ning,  was:  “No,  it  did  not.” 

He  went  on  and  explained.  And  the  explanation — I 
think  this  last  sentence  was  the  one  the  objection  was  di¬ 
rected  to,  Mr.  Craven. 

6839  Mr.  Craven:  That  is  correct. 

Examiner  Cusick:  Overruled.  That  is  the  end  of 
the  answer,  isn’t  it? 

Mr.  Markham:  He  was  interrupted  in  the  middle  of  a 
sentence,  Mr.  Examiner. 

The  Witness:  I  state,  therefore,  that  the  conclusion  is 
not  sustained  by  the  evidence  offered. 

Mr.  Miller:  I  object  to  that  on  the  same  ground,  Mr.  Ex¬ 
aminer.  I  don’t  think  this  is  proper  argument  for  a  wit¬ 
ness. 

Mr.  Lear:  I  would  like  to  join  in  that  objection,  and 
state  that  that  is  absolutely  indistinguishable  from  oral 
argument  before  the  Board. 

Mr.  Reilly :  Mr.  Examiner,  this  is  expert  testimony  being 
given.  I  think  he  is  entitled  to  show  his  conclusion  based 
upon  the  same  set  of  facts  as  any  other  expert.  Certainly, 
if  we  were  to  cross  examine  California  Eastern’s  witnesses, 
they  would  stick  to  their  original  conclusion  and  would  not 
be  able  to  change  their  conclusion  to  conform  with  this 
expert’s  opinion? 

Mr.  Markham :  Mr.  Examiner,  certain  data  were  offered 
by  California  Eastern.  They  produced  what  were  repre- 
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sented  as  expert  witnesses  and  drew  certain  conclusions 
from  that  data. 

We  are  certainly  entitled  now  to  ask  this  gentleman,  in 
view  of  his  qualifications,  whether  those  conclusions  are 
justified  in  his  opinion. 

Now,  you  can  call  it  argument,  you  can  call  it  anything 
you  want  to,  but  it  is  just  as  expert  and  just  as  factual 
as  the  conclusions  which  Dr.  Sorrell  has  referred  to 

6840  in  the  transcript. 

Mr.  Craven:  To  which  you  didn’t  object? 

Mr.  Markham:  Because  it  was  perfectly  proper  testi¬ 
mony  for  an  expert  to  draw  his  conclusion  from  certain 
data. 

Examiner  Cusick:  No  further  colloquy  back  and  forth. 
The  objection  is  overruled. 

Mr.  Markham :  Have  you  completed  your  answer, 
Doctor? 

The  Witness:  Just  one  further  observation,  respecting 
the  contents  of  the  tables  themselves:  That  sufficient  al¬ 
lowance  is  not  made  for  changes  in  price  levels  and  wages 
to  make  the  data  show  the  real  trends,  especially  in  the 
vears  1945  and  1946. 

That  finishes  my  statement  with  respect  to  that. 

•  *  •  •  • 

6841 

•  •  •  •  • 

Q.  Let  us  assume  for  the  moment,  Doctor,  that  the 
point  had  been  reached  where  the  certificated  airlines 
could  no  longer  effect  substantial  reductions  in  the  unit 
costs  by  expanding  the  volume  of  traffic  handled. 

Does  that  mean,  in  your  opinion,  that  the  unit  cost  of 
transporting  property  would  be  higher  for  such  a  carrier 
than  it  would  be  for  a  property-only  carrier  which  pro¬ 
vided  the  same  service  and  which  had  not  yet  reached 
that  point? 

Mr.  Craven:  May  I  ask  to  have  that  question  read? 
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Examiner  Cusick:  Read  it  back,  please. 

(Question  read.) 

The  Witness:  It  does  not  necessarily  mean  that  the 
unit  costs  of  the  property-only  carrier  would  be  less  than 
those  of  the  existing  carrier.  This  is  a  well  known  gen¬ 
eral  condition,  and  prevails  not  only  in  transportation  but 
almost  in  every  other  industry,  that  varying  firms  have 
capacities  to  reduce  their  unit  costs. 

If  the  certificated  carriers  had  reached  the  point  where 
they  could  no  longer  reduce  their  unit  costs  they  would 
probably  be  described  as  in  the  stage  of  constant  cost, 
that  is  to  say,  further  additions  to  volume  would  proba¬ 
bly  be  carried  at  about  the  same  unit  cost.  Again  I  mean 
total  unit  cost  and  not  added  unit  cost. 

Now,  other  carriers  entering  the  field  who  had  not 
reached  that  stage  of  development  might  themselves  be 
in  the  stage  of  diminishing  unit  costs,  that  is,  as 
6S42  they  increased  their  volumes  they  might  be  in  a 
position  to  attain  the  same  result,  diminishing 
unit  costs. 

But  it  does  not  follow  that  their  unit  cost  would  nec¬ 
essarily  be  as  low  as  those  of  established  industries  that 
had  reached  the  point  of  constant  cost. 

So  my  answer  is  that  an  established  industry,  even 
though  it  has  passed  the  point  of  diminishing  cost,  may 
still  be  in  a  position  to  produce  transport  services  at 
lower  costs  than  industries  that  have  not  reached  that 
stage. 

By  Mr.  Markham: 

Q.  The  opinion  has  been  expressed  by  other  witnesses 
in  this  proceeding  that  the  certification  of  property-only 
carriers  would  result  in  a  faster  and  greater  development 
of  the  air  cargo  business  by  reason  of  their  specialization 
in  that  field  and  by  reason  of  the  additional  competition. 
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Do  you  have  any  opinion  on  that  point? 

Mr.  Beitel:  Mr.  Examiner,  I  object  to  that  on  the 
ground  it  is  not  clear  what  testimony  he  is  referring  to 
and  it  is  argumentative  and  is  a  conclusion  drawn  from 
the  record  and  is  not  a  statement  of  fact. 

Mr.  Markham:  I  can  give  as  an  illustration  the  testi¬ 
mony  of  Mr.  Conroy.  This  again  is  a  hypothetical  ques¬ 
tion  to  the  extent  that  if  you  can  show  that  the  record 
does  not  contain  the  opinions  as  stated  in  the  question 
you  are  entitled  to  do  so. 

Mr.  Beitel:  If  it  is  a  hypothetical  question  I  object  to 
the  form  of  the  question  because  it  does  not  state 
6843  the  facts. 

Mr.  Markham :  I  have  stated  the  facts  and  asked 
for  the  witness’  opinion  the  facts  stated. 

Examiner  Cusick:  The  objection  is  overruled. 

The  Witness:  With  the  multiplication  of  carriers  it  is 
possible  to  produce  a  more  rapid  development  of  freight 
carried.  The  history  of  motor  truck  transportation  in  the 
1920’s  I  believe,  does  show  that  with  the  increasing  num¬ 
ber  of  such  carriers  there  was  a  rapid  increase  in  the 
carrying  of  freight  on  the  highways. 

Given  more  solicitors,  in  a  sense  beating  the  bushes  to 
develop  every  ounce  of  traffic,  I  think  it  w’ould  follow 
on  the  basis  again  of  transportation  history,  that  you 
could  get  a  more  rapid  development  than  if  you  have  a 
smaller  number  of  such  operators. 

But  what  has  to  be  considered  in  this  case  is  not  just 
the  immediate  results  but  what  the  future  effects  may  be. 

Mr.  Beitel:  Mr.  Examiner,  I  object  to  this.  It  goes  far 
beyond  the  scope  of  the  question  and  is  not  even  respon¬ 
sive  to  the  question  asked. 

Examiner  Cusick:  Wait  until  the  answer  is  finished. 
The  objection  is  overruled. 

You  may  renew  the  objection  at  the  conclusion  of  the 
answer. 
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Q.  Will  you  proceed,  please,  Doctor.  A.  It  is  a  ques¬ 
tion  of  what  the  effect  of  such  rapid  increase  may  have 
upon  the  establishment  and  the  future  organization 

6844  of  a  transport  industry.  It  may  produce  rate  wars. 

i  Efforts  to  avoid  them  by  consolidation,  pooling  or 
other  methods  of  avoiding  them  might  cause  bankruptcies 
and  general  financial  instability  in  the  transport  picture. 

Again  this  is  not  an  academic  conclusion  at  all.  The 
history  of  railway  transportation  and  especially  of  motor 
truck  transportation  will  clearly  demonstrate  that  that 
has  happened  in  those  fields. 

May  I  read  just  two  paragraphs  from  two  Interstate 
Commerce  decisions  bearing  upon  this  point? 

Mr.  Beitel:  Mr.  Examiner,  I  object  to  the  reading  from 
Interstate  Commerce  Commission  decisions  bearing  upon 
this  point.  If  there  are  certain  facts,  but  the  source  is  the 
Interstate  Commerce  Commission,  the  facts  might  be 
stated,  and  on  cross  examination  the  source  given. 

But  I  object  to  a  declaration  of  Interstate  Commerce 
Commission  decisions  coming  in  in  response  to  this  ques¬ 
tion. 

Mr.  Markham :  Mr.  Examiner,  let  me  interject  one 
question  before  you  rule  on  that. 

By  Mr.  Markham: 

Q.!  Doctor,  are  you  referring  now,  when  you  refer  to 
the  possible  consequences  of  the  rapid  development  that 
you  say  may  well  take  place,  strictly  to  the  economic  con¬ 
sequences  of  that  development?  A.  Certainly.  Economic 
effects  only. 

Mr.  Beitel:  Same  objection. 

Mr.  Miller:  I  don’t  see  why  we  should  encumber  the 
i  record  with  quotes  from  ICC  decisions.  I  think  the 

6845  brief  would  be  the  proper  place  for  that. 

Mr.  Markham:  I  believe,  Mr.  Examiner,  that  the 
quotations  that  he  refers  to  are  factual  statements  of 
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conditions  that  existed  in  other  industries.  He  has  re¬ 
ferred  to  the  fact  that  history  of  transportation  in  other 
fields  bears  out  the  conclusions  that  he  has  stated  as  to 
the  possible  consequences  of  this  development. 

If  he  has  factual  matter  which  the  Interstate  Commerce 
Commission  has  incorporated  into  one  of  its  decisions, 
it  seems  to  me  it  is  entirely  proper  form  to  refer  to  it. 

Examiner  Cusick:  May  he  not  state  the  substance  as 
a  factual  matter  and  cite  the  pertinent  decisions  if  he 
so  desires  as  supporting  his  view  in  the  particular  in¬ 
stance  f 

Mr.  Beitel:  I  don’t  think  it  is  proper  for  an  expert 
witness  giving  his  opinion  to  refer  to  a  decision  of  a 
regulatory  body  to  support  his  view.  I  think  it  should  be 
based  strictly  upon  his  own  opinion. 

Mr.  Markham:  He  has  stated  that  it  is  based  upon  his 
knowledge  of  transportation  history,  and  I  think  that  he 
is  entitled  to  refer  to  the  opinions  of  the  conclusion  as 
part  of  the  history  upon  which  he  is  relying. 

Examiner  Cusick:  He  may  cite  the  substance  of  the 
decisions  and  cite  the  pertinent  decisions  but  not  quote 
from  them.  To  that  extent  the  objection  is  sustained,  and 
overruled  to  the  remaining  part. 

Mr.  Reilly:  Mr.  Examiner,  may  we  refer  to  these  cita¬ 
tions  from  these  reports  in  our  briefs,  as  has  been  sug¬ 
gested  by  Mr.  Miller? 

Mr.  Miller:  You  could  do  that  anyway. 

6846  Examiner  Cusick:  I  see  no  reason  whv  not. 

* 

Mr.  Reilly:  Could  that  be  stipulated  if  there  is 
no  objection  to  it? 

Mr.  Beitel:  Certainly  we  are  not  going  to  stipulate. 

Examiner  Cusick:  You  don’t  need  a  stipulation,  Mr. 
Reilly.  The  Examiners  have  already  ruled  that  the  wit¬ 
ness  will  be  permitted  to  state  the  substance  of  the  state¬ 
ments  to  support  his  view,  and  cite  the  pertinent  decision 
of  the  ICC,  if  he  has  one. 
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Mr.  Reilly:  That  is  true,  but  up  until  that  point  the 
decision  itself  is  not  a  part  of  this  record,  and  that  is 
why  I  suggested  the  stipulation  as  to  incorporating. 

Mr.  Peyser :  I  think  it  is  a  good  idea  to  stipulate  those. 

Mr.  Meyers:  Should  we  stipulate  the  Supreme  Court 
decisions  too? 

Mr.  Reilly:  There  is  no  decision  necessary  for  that. 

Mr.  Meyers:  There  is  no  necessity  to  stipulate  any 
decision. 

Examiner  Cusick:  I  don’t  think  so. 

Mr.  Peyser:  May  it  be  understood  we  may  make  ref¬ 
erence  to  those  decisions? 

Examiner  Cusick:  I  think  it  is  generally  agreed. 

Proceed,  Doctor. 

The  Witness :  The  statement  is  very  brief  and  mv  only 
reason  for  referring  to  it  at  all  was  to  economize  in  time. 

The  facts  are  familiar  to  me.  I  know-  them  as  well  as 
the  Interstate  Commerce  Commission  did.  But  the  Inter¬ 
state  Commerce  Commission  provided  a  brief  sum- 
6847  inary  which  I  concluded  would  save  everybody’s 
time. 

The  first  decision  is  the  decision  in  the  case  of  the 
Central  Territory  Motor  Carrier  Rates,  8MCC,  233,  at 
page  253,  on  which  page  the  Commission,  in  summing  up 
the  facts  indicates  that  the  financial  ability  of  the  motor 
carriers  has  been  impaired  through  the  extensive  degree 
of  competition  that  had  developed,  and  indicates  general 
inability  of  the  carriers  longer  to  continue  to  furnish 
adequate  service. 

The  second  decision  is  also  the  decision  of  the  Com¬ 
mission  in  the  Mid-Western  Motor  Carrier  Rate  Case, 
27MCC,  293,  at  page  316,  in  which  once  more,  in  summing 
up  the  facts  of  the  industry,  the  Commission  indicates 
what  they  term  the  demoralized  condition  of  the  indus¬ 
try,!  the  conflicting  rates,  the  lack  of  unity  of  action,  and 
rate  wars  between  the  carriers. 
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And  that,  sir,  is  all  that  I  will  read  from  that. 

Mr.  Lear:  I  wonder  if  the  Doctor  could  give  us  the 
dates  of  those  decision,  Mr.  Examiner? 

The  Witness:  I  think  I  have  the  dates  here. 

Examiner  Cusick:  They  are  readily  ascertainable  from 
the  reports,  Mr.  Lear. 

However,  if  you  have  them  handy  you  may  state  them. 

The  Witness:  I  think  I  have  them,  sir. 

The  date  of  the  first  one  is  1938.  The  date  of  the  sec¬ 
ond  one,  1941. 

Mr.  Beitel:  Mr.  Examiner,  I  move  to  strike  the  last 
two  statements  of  the  witness.  He  was  asked  a  question 
on  his  own  expert  opinion  and  replied  to  it  by  quotations 
from  a  decision  of  a  regulatory  body. 

6848  Examiner  Cusick:  I  understand  they  were  not 
quotations.  They  are  in  substance  the  views  held 
by  the  Interstate  Commerce  Commission,  that,  according 
to  the  witness,  jibed  with  his  views. 

The  motion  will  be  overruled. 

By  Mr.  Markham: 

Q.  Do  you  have  any  opinion,  Doctor,  as  to  the  relative 
financial  stability  of  air  transport  made  up  exclusively 
of  carriers  who  transport  passengers,  mail  and  property, 
as  compared  with  an  industry  made  up  partly  of  such 
carriers  and  partly  of  carriers  who  transport  property 
only? 

Mr.  Craven:  The  relative  financial  stability? 

Mr.  Markham:  Of  such  an  industry. 

The  Witness :  Financial  stability  of  a  carrier,  in  so  far 
as  it  depends  upon  traffic,  is  related  to  the  capacity  to 
secure  different  types  of  traffic  whose  fluctuations  either 
do  not  occur  at  the  same  time  or  whose  fluctuations  are 
not  in  the  same  direction  or  the  same  amount. 

That  is,  a  carrier  with  diversified  traffic  should  be 
able,  in  a  time  of  fluctuation  for  one  reason  or  another, 
to  lessen  the  effect  of  such  fluctuation  upon  its  traffic. 
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For  example,  the  air  carriers  find  themselves  confronted 
with 1  diminishing  or  declining  passenger  business  due 
perhaps  somewhat  to  the  fear  of  travel  in  the  winter. 
Cargo  has  no  fear,  although  shippers  may  be  influenced 
by  dependability.  Nevertheless,  I  take  it  the  fear  complex 
does  not  interfere  with  a  shipment  of  cargo. 

.  Generally,  too,  the  seasonal  peaks  of  cargo  and 

6849  passenger  are  not  the  same.  The  seasonal  peak  of 
!  passenger  business  in  all  modes  of  transport,  with 

some  individual  carrier  exceptions,  occur  primarily  from 
the  middle  of  June  until  the  first  of  September,  and  that 
seasonal  peak  is  usually  25  to  30  percent  above  the  low 
of  the  year. 

Freight  business  on  the  other  hand  generally  has  a 
rise  in  the  spring  months,  but  it  has  its  major  rise  in 
September,  October  and  even  into  November.  So  that  the 
seasonal  peak  in  the  freight — and  that  applies  to  all  inodes 
of  transport  except  those  that  are  in  the  early  stage  of 
their  development — the  seasonal  peak  of  the  freight  busi¬ 
ness,  and  the  seasonal  peak  of  the  passenger  business  are 
not  identical,  and  therefore  the  possibility  of  sustaining 
earnings  by  matching  the  differences  in  the  seasonal  peak 
are  possible  of  exploitation  by  the  carrier  that  has  these 
diverse  services. 

There  is  a  third  phase  of  it  that  requires,  I  think, 
rather  important  consideration,  namely,  the  business  cy¬ 
cle  variation,  and  that  is  perhaps  most  important  of  all. 

Going  over  the  transport  history  of  the  United  States 
over  a  long  enough  period  to  include  a  number  of  busi¬ 
ness  cycles,  going  back,  say,  to  1893,  it  is  evident  that 
passenger  traffic  and  freight  traffic  did  not  vary  the  same 
amount,  and  often  did  not  vary  at  the  same  time,  and 
sometimes  varied  in  opposite  directions. 

I  would  like  to  refresh  my  memory  on  that  in  the  record. 

Examiner  Cusick:  You  may,  Doctor. 

The  Witness :  I  think  I  can  state  this,  sir,  pretty 

6850  briefly,  without  indulging  in  any  statistical  addi¬ 
tion  to  this  record. 
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The  crisis  of  1893  to  1895 — that  was  one  of  the  worst 
in  our  economic  history — the  passenger  traffic  held  stead¬ 
ily  in  1893  to  1894,  did  not  decline  at  all.  Freight  de¬ 
creased  15  percent. 

In  the  next  year,  1895,  the  passenger  decreased  15  per¬ 
cent,  and  the  freight  traffic  increased  6  percent. 

1907-1908,  passenger  traffic  increased  6  percent,  freight 
decreased  16  percent. 

1913- 1914,  passenger  increased  3  percent,  freight  de¬ 
creased  4  percent. 

1914- 1915,  passenger  decreased  8  percent,  freight  de¬ 
creased  3  percent. 

1920-1921,  passenger  traffic  decreased  20  percent,  freight 
traffic  decreased  almost  26  percent. 

1929  to  1932,  passenger  decreased  45  percent,  freight 
decreased  48  percent.  All  will  recall  that  the  passenger 
business  in  that  period  was  in  the  grip  of  a  circular 
downward  trend  due  to  automotive  competition  on  the 
highway. 

1937  to  1938,  the  last  one  we  had  to  date,  passenger 
business  decreased  12  percent,  freight  traffic  decreased 
20  percent,  supporting  the  point  of  view  that  I  have  in¬ 
dicated  here  that  on  the  whole  the  passenger  business 
has  probably  been  somewhat  steadier  than  the  freight  in 
these  cyclical  depressions,  that  it  has  often-times  varied 
at  a  different  time  than  the  freight,  and  at  most  times 
at  a  different  rate  than  the  freight  traffic  has  varied,  and 
thus  enabling  a  carrier  performing  all  of  those 
6851  ^services  to  depend  a  little  more  upon  the  passenger 
traffic  when  they  were  losing  on  the  freight,  to 
depend  a  little  more  upon  the  freight  traffic  when  they 
were  losing  on  the  passenger. 

In  so  far  as  the  performance  of  such  joint  services 
may  permit  a  carrier  to  adjust  its  service,  in  the  case  of 
the  railroads  by  putting  freight  in  passenger  trains,  as 
they  commonly  do,  at  those  times,  or  an  airline  to  carry 
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more  freight  if  we  are  in  the  bottom  of  a  business  depres¬ 
sion1,  in  some  of  its  passenger  planes,  without  too  much 
sacrifice  of  schedules,  it  should  be  in  a  position  to  effect 
some  economy  as  a  result  of  joint  services. 

Mr.  Meyers:  Mr.  Examiner,  could  we  have  the  source 
of  those  percentage  figures? 

Examiner  Cusick:  Yes.  Could  you  give  them,  Doctor? 

The  Witness :  The  percentage  figures  are  my  own 
computations,  sir,  but  the  data  can  be  obtained  from  the 
ICC  statistics  of  railroads.  The  pages  vary,  sir,  but  the 
general  table  is  the  one  called  “The  General  Development 
of  Transportation  in  the  United  States.” 

Mr.  Meyers :  Thank  you. 

The  Witness:  They  can  all  be  checked. 

By  Mr.  Markham: 

Q.  The  fluctuations  in  freight  and  passenger  traffic 
that  you  referred  to  were  freight  and  passenger  traffic 
by  all  modes  of  transportation,  if  I  understood  you  cor¬ 
rectly?  A.  Most  of  that  period,  no,  sir.  They  were  based 
upon  the  railroads,  had  to  be  for  comparative  purposes 
there,  because  over  the  greater  part  of  that  period  there 
was  no  other. 

6852  However,  I  have  also  made  computations  for  all 
forms  of  transport,  that  is,  where  they  were  all  ag¬ 
gregated.  That,  however,  is  a  much  shorter  period  of  time 
and  does  not  include  as  many  business  cycles  in  it. 

It  has  been  true,  however,  I  would  say,  sir,  since  1928 
that  the  total  passenger  business  in  the  United  States  has 
been  steadier,  year  by  year,  than  the  total  freight  business 
in  the  United  States  has  been.  That  is,  by  all  modes  of 
transport,  again. 

However,  that  is  not  in  the  record  and  I  did  not  intend 
to  present  any  data  for  it,  but  they  can  be  provided  if  any¬ 
body  wants  them. 

Q.  Would  you  expect  freight  traffic  by  air  to  be  any  more 
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susceptible  to  fluctuation  in  periods  of  business  depression 
than  total  freight  traffic  by  all  modes  of  transportation? 
A.  That  depends  upon  the  contract  of  the  freight  traffic 
that  the  air  carriers,  whoever  they  are,  may  succeed  in 
developing.  Very  frankly,  one  can  not  be  too  certain  be¬ 
cause  at  the  present  stage  we  do  not  know  what  the  con¬ 
tract  of  that  business  will  be  ten  years  from  now.  At  least 
I  do  not  know. 

But  there  is  this  to  be  said :  The  type  of  commodity  car¬ 
ried,  that  is,  of  the  high  value  type,  is  the  one  that  tends  to 
vary  most  in  a  serious  business  depression.  The  reason  is 
obvious. 

The  great  bulk  of  the  freight  carried  in  the  United  States 
is  of  a  necessity  character.  It  is  much  the  smaller  part  that 
is  really  of  the  high-valued,  sometimes  called  “luxury 
6853  type.” 

In  times  of  severe  depression  at  least  the  luxury 
goods  fall  off  most.  The  necessity  goods  that  are  of  low 
value  and  carry  low  freight  rates  do  not  decline  as  much. 
I  am  thinking  of  such  a  depression  as  1929  to  1932  where 
that  can  be  very  easily  demonstrated. 

So  that  as  long  as  air  transport  has  to  continue  in  a 
state  of  being  what  I  believe  some  people  have  called  the 
luxury  state — I  never  use  the  expression  myself,  but  just 
for  purposes  of  identification — I  would  expect  that  as  we 
reach  a  position  of  greater  importance  in  the  freight  field 
that  a  greater  degree  of  fluctuation  would  ascertain  itself 
with  respect  to  the  type  of  freight  that  we  expect  to  carry. 

Q.  During  such  periods,  that  is,  periods  of  general  busi¬ 
ness  depression,  would  there  also  be  a  tendency  for  even 
the  necessities  which  move  by  air  to  be  diverted  to  lower 
cost  forms  of  transportation?  By  cost  I  mean  cost  to  the 
shipper.  A.  Rates  now  you  mean? 

Q.  Yes,  rates.  A.  Cost  to  the  operator. 

Well  it  did  happen  in  1929-1932,  all  right,  so  the  direct 
answer  on  that  is  that  it  has  happened,  $nd  it  did  happen 
in  1937-38,  too. 
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Q.  Have  you  had  occasion  to  examine  Exhibits  CEA  401 
to  407,  inclusive,  and  the  testimony  of  Mr.  Rockefeller  con¬ 
cerning  those  exhibits?  A.  1  have  examined  those  exhibits, 
i  I  have  testimony  pertaining  to  those  exhibits. 

6854  Q.  In  your  opinion,  does  the  data  contained  in 
i  those  exhibits  explain  the  reasons  why  railroads  are 

for  the  most  part  carriers  of  both  passengers  and  property 
and  why,  on  the  other  hand,  motor  carriers  are  for  the  most 
part  carriers  of  one  type  of  traffic  or  the  other?  A.  I  do 
not  think  they  fully  explain  that  development.  Since  I  am 
not  giving  a  complete  yes  or  no,  but  what  is  in  effect  a 
qualified  answer  on  that,  there  should  be,  I  take  it,  a  precise 
statement  of  my  conclusion  and  the  reason  for  it. 

Before  doing  so,  however,  may  I  call  attention  to  cer¬ 
tain  aspects  of  the  exhibits  402,  403,  405,  and  406,  that 
I  believe  do  not  correctly  state  the  facts.  By  that  I  do 
not  mean  that  these  figures  here  cannot  be  found  in  the 
records.  I  mean  to  say  that  they  have  omitted  certain 
relevant  data  that  are  relevant  when  comparisons  are  made. 

The  exhibits  here,  402  to  406  compare  the  economic  con¬ 
ditions  of  highway  carriers,  bus  and  truck,  airlines,  rail¬ 
roads,  but  there  are  certain  figures  in  them  that  are  in¬ 
comparable. 

Now,  in  Exhibit  402,  at  the  first,  column  5  on  that  ex¬ 
hibit,  is  the  investment  in  equipment  of  railroads.  This 
figure  does  not  include  allowance  for  accrued  depreciation 
which  is  at  least  one-half  of  that  total  figure.  If  allow¬ 
ance  for  accrued  depreciation  had  been  taken  into  account, 
that  column  5  would  have  been  about  one-half  of  what  it  is. 

Now,  in  all  of  the  other  tables  the  airlines,  the  busses  and 
the  trucks  accrued  depreciation  is  included.  I  make 

6855  i  that  statement  because  I  have  checked  those  figures 
i  and  I  know  that  that  is  the  factual  conclusion  there. 

Therefore,  if  we  are  to  compare  the  economics  of  differ¬ 
ent  modes  of  transportation  it  ought  to  be  on  the  same 
basis. 
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It  is  very  understandable  to  me  how  that  happened.  It 
is  just  simply  that  the  accounting  systems  as  set  up  by  the 
railroads  are  different  from  the  way  they  are  set  up  by 
the  busses  $nd  trucks,  and  certain  items  were  probably 
forgotten.  Depreciation  is  one,  because  in  railroad  account¬ 
ing  depreciation  is  considered  as  a  depreciation  reserve 
and  appears  in  the  right  hand  side  of  the  balance  sheet. 

But  in  bus,  truck  and  airlines,  depreciation  is  directly 
deducted  on  the  left  hand  side  of  the  balance  sheet  from 
the  property  account.  That  is  the  reason  why  that  devel¬ 
oped.  It  was  not  intentional,  I  am  certain. 

Mr.  Craven:  May  it  be  understood  that  the  sources 
quoted  on  these  exhibits,  from  which  the  data  are  taken, 
may  be  regarded  as  part  of  the  record  for  purposes  of 
reference?  Perhaps  I  should  ask  you  whether  they  are 
already  a  part 

Take  for  example,  ICC  statistics  of  class  1  motor  car¬ 
riers,  1943.  Is  that  a  published  document  of  the  ICC?  Is 
that  a  part  of  the  record? 

Examiner  Cusick:  In  so  far  as  it  pertains  to  that  par¬ 
ticular  record,  it  would  be,  so  that  you  might  refer  to  it  and 
if  they  support — any  parties  might  refer  to  it  for  that  mat¬ 
ter — and  if  they  support  or  do  not  support  the  orig- 
6856  inal  document  such  comments  might  be  made  either 
in  argument  or  on  brief. 

Mr.  Craven:  That  is  satisfactory. 

Examiner  Cusick:  The  entire  study,  of  course,  would 
not  be  included  in  the  record.  The  portion  of  the  study  to 
which  the  exhibit  is  directed  would  be  in  the  record. 

Mr.  Craven :  That  is  all  right. 

Examiner  Cusick:  In  other  words,  I  am  not  too  familiar 
myself  with  the  study,  but  if  it  included  a  lot  of  other  mat¬ 
ter  that  is  not  relevant  to  that  particular  exhibit,  certainly 
the  other  matter  contained  in  the  document  would  not  be 
considered  a  p$rt  of  the  record. 
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By  Mr.  Markham: 

Q.  Had  you  completed  your  answer,  Doctor?  A.  No, 
sir. 

I  pass  over  certain  terms  here  that  at  first  puzzled  me 
a  great  deal  because  they  are  not  terms  and  classifications 
used  in  the  report,  but  I  did  succeed  finally  in  identifying 
them,  and  I  am  disposed  entirely  to  pass  over  that  question 
about  the  form  of  the  presentation. 

There  is  a  second  point  with  reference  to  this  where  a 
degree  of  incomparability  develops.  That  is  also  likely 
to  make  the  conclusions  percentagewise  at  least  rather 
different  from  those  shown. 

Maintenance  of  way  and  structures  in  railroad  account¬ 
ing,  and  maintenance  of  equipment  in  railroad  accounting 
both  include  depreciation,  and  in  the  equipment  case,  the 
depreciation  figures  are  about  one-third  of  the  total.  In 
these  exhibits  here  the  maintenance  expenses  charged  to 
the  railroads  on  equipment  include  depreciation. 

6857  Mr.  Craven:  Could  you  tell  us,  please,  what  ex¬ 
hibits  you  are  talking  about? 

The  Witness:  Yes,  sir. 

The  particular  exhibit  referred  to  here  is  CEA  406,  and 
407. 

Now,  as  I  stated,  the  maintenance  accounts  given  in  the 
railroad  case  include  depreciation  which,  in  the  case  of 
equipment,  is  one-third  of  the  total. 

On  the  other  hand,  with  respect  to  air  transport,  bus 
and  truck,  the  maintenance  expenses  there  do  not  include 
depreciation. 

M’r.  Craven:  What  exhibit  is  that? 

The  Witness:  Both  pages  there.  You  will  find  airline 
on  one,  and  then  you  will  find  bus  and  truck  on  CEA  407. 

Again  I  know  that.  I  have  been  at  some  pains  to  check 
them.  We  have  an  element  of  incomparability. 

Mr.  Craven:  That  appears  on  the  face  of  the  exhibit, 
does  it? 
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The  Witness:  It  does  not,  no,  sir. 

Mr.  Craven:  Does  it  show  here  that  the  maintenance 
figures  for  ground  equipment  on  Exhibit  406  included  de¬ 
preciation? 

The  Witness:  I  beg  your  pardon,  sir.  Then  let  my  re¬ 
marks  about  the  incomparability  be  negatived.  I  worked 
the  specific  amounts  there,  and  it  does  make  a  difference 
in  the  comparison  in  the  percentage  calculations,  of  course, 
as  to  what  result  you  would  get. 

But  let  it  just  be  understood,  sir,  that  I  overlooked 
6858  this  statement  at  the  bottom  here  and  that  that  criti¬ 
cism  does  not  apply  so  far  as  the  form  of  the  state¬ 
ment  is  concerned.  I  would  not  intentionally  do  injury  to 
any  witness  as  to  what  he  actually  said. 

Nevertheless,  in  terms  of  the  conclusion  from  the  results, 
and  the  emphasis  upon  the  percentages,  the  results  are 
incomparable,  nevertheless,  because  the  one  does  include 
depreciation  and  the  other  does  not. 

Once  more,  and  with  respect  to  the  air  transport  in¬ 
dustry  now,  the  figures  given  for  investment  in  Exhibit 
CEA  404,  they  are  correct  so  far  as  the  accounting  pro¬ 
cedure  is  concerned. 

But  they  pertain  to  a  period  which  is  not  typical,  and 
which  cannot  be  as  typical  as  the  figures  pertaining  to  the 
other  modes  of  transport.  The  reason  for  that  obviously 
is  that  during  the  war  years  the  airlines  being  unable  to 
expend  their  cash  funds  for  new  equipment,  it  had  to  go 
into  what  is  generally  called  the  working  capital. 

The  result  was,  therefore,  that  the  investment,  less  shown 
by  equipment  accounts,  less  depreciation,  reached  a  very 
low  figure,  a  figure  that  it  will  not  reach  again,  I  am  sure, 
and  which  is  far  below  what  it  would  have  been  if  the  air¬ 
lines  had  been  able  to  convert  cash  into  new  equipment. 

In  the  accounts  of  the  airlines  during  that  period  work¬ 
ing  capital  reached  almost  unheard  of  proportions.  I  think 
there  was  one  year  in  which  our  working  capital  was  90 
percent  of  the  total  assets  of  airlines. 
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Now  that,  as  any  normal  ratio,  would  be  very  uneco¬ 
nomical  in  operation.  But  it  was  simply  that  cash 

6859  had  been  obtained  from  the  sale  of  equipment,  from 
the  accrual  of  depreciation  charges,  and  they  had 

not  been  able  to  convert  it  into  fixed  capital 

The  result  is,  therefore,  that  ratios  of  revenues  to  in¬ 
vestment  based  upon  airline  figures  in  the  years  1942  to 
1945  and  1946,  are  quite  inaccurate  as  an  indication  as  to 
what  the  ratio  of  investment  and  revenues,  operating  rev¬ 
enues,  is  as  a  long  run  proposition,  and  as  compared  with 
other  modes  of  transport. 

Basically,  the  statement  is  made  that  the  reason  for  the 
joint  services  in  rail  transport  is  primarily  to  be  found  in 
the  provision  of  an  expensive  rate  of  way— tracks,  yards, 
some  station  facilities — which  are  to  be  used  jointly  by 
freight  and  passenger. 

That  condition  does  not  exist  in  the  highway  field  be¬ 
cause  they  do  not  owm  the  road  bed,  and  that  explains 
mainly  why  the  one  mode  of  organization  of  transport 
evolved  in  the  rail  field  and  another  in  the  highway  field. 

Now^,  let  me  point  out  in  the  first  place  that  the  joint 
accounts  and  operations  in  a  railroad  serving  both  the 
freight  and  the  passenger  service,  are  by  no  means  con¬ 
fined  to  the  road  bed.  There  are  joint  aspects  of  operation 
in  maintenance  of  equipment.  There  are  even  more  joint 
operations  in  it  what  is  called  transportation,  or  operation. 

In  fact,  if  one  should  take  the  year  1940  or  ’41,  a  prewar 
year,  instead  of  the  swollen  traffics  of  the  war  period,  this 
result  accrues : 

29  percent  of  railroad  operating  expenses  had  to 

6860  be  allocated  between  passenger  and  freight.  That  is, 
!  they  were  so  joined  that  they  could  not  be  separated. 

And  that  total  amount  aggregated  $1,045,000,000,  out 
of  a  total  of  $3,600,000,000.  There  is  the  29  percent. 

Now,  taking  the  passenger  business  as  an  indication,  $234 
million  of  joint  expense  w-ere  allocated  to  the  passenger. 


2647 


Excerpts  from  Testimony  of  Lewis  C .  Sorrell 

$234  million.  $98  million  applied  to  roadbed  and  structures 
only,  which  you  perceive  is  less  than  half  of  the  total 
joint  expense  allocated  to  the  passenger. 

The  same  thing  existed  on  the  freight  side.  There  were 
allocated  to  freight  $911  million  of  joint  expense,  of  which 
59  percent,  or  $530  million  pertained  to  other  than  way 
and  structures. 

Now,  this  just  means  that  in  the  economy  of  railroad 
transportation  at  this  late  stage  in  its  development,  ma¬ 
turity  if  you  wish  to  call  it  that,  senescence,  if  you  are  on 
the  other  side  of  the  story,  that  in  this  state  58  to  59  percent 
of  the  joint  expenses  of  their  operation  pertain  to  other 
than  way  and  structures.  Hence,  that  the  economy  of  joint 
operations  is  not  explained  basically  or  completely  at  least 
in  terms  of  their  joint  use  of  tracks  and  facilities. 

But  it  is  stated  that  the  history  of  bus  and  truck  trans¬ 
portation  shows  a  different  story.  Now,  the  fact  is  appar¬ 
ent  that  in  both  bus  and  truck  transportation,  for  the  great¬ 
er  part,  the  bus  operator  does  not  own  a  road  bed,  he 
doesn’t  own  very  many  stations,  though  there  are  more 
than  there  used  to  be,  and  that  the  truck  operator  does  not 
own  a  road  bed,  and  does  not  directly  have  expenses  of 
maintenance  of  way. 

6861  If  you  told  him  he  had  no  costs  for  maintenance  of 
way  he  would  laugh  at  you  and  properly  so  because 
the  greater  part  of  the  license  money  paid  for  his  licenses 
and  practically  all  of  the  taxes  on  his  gasoline  are  levied 
upon  him  and  paid  by  him  for  his  share  of  the  maintenance 
of  road  bed,  over  which  he  operates. 

So  consequently,  it  is  another  type  of  classification  of 
accounts.  There  is  some  diversion.  But  in  the  main,  much 
the  greater  part  of  that  is  his  cost,  that  he  has  to  pay,  for 
the  government’s  providing  and  maintaining  a  way  over 
which  he  operates. 

So,  economically  speaking,  apart  from  the  mere  legal 
questions  that  are  involved,  economically  speaking,  he  does 
sustain  a  cost  of  way  and  structures. 
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I  am  sure  the  airlines  are  going  to  sustain  one,  too,  and 
in  the  very  near  future,  even  if  they  haven’t  to  date. 

But  he  is  not  responsible,  at  least,  for  making  the  capital 
investment.  The  government  does  that.  And  so  to  that 
extent  he  is  relieved  of  that  particular  problem. 

How  did  this  come  about?  Well,  I  am  going  to  be  very 
frank  with  you,  gentlemen. 

Mr.  Beitel:  Mr.  Examiner,  may  I  have  the  question  read? 

Examiner  Cusick:  Yes,  you  may. 

(Question  read  by  Mr.  Markham.) 

The  Witness:  And  Mr.  Beitel,  I  answered  that,  that 
they  do  not  completely  explain,  they  only  partly  explain, 
and  what  I  am  saying  now  is  my  reason  for  saying  that 
they  do  only  partly  explain. 

6862  Mr.  Beitel:  I  was  going  to  suggest  that  the  answer 
i  was  not  particularly  responsive  to  the  question,  be¬ 
ginning  at  this  point,  and  perhaps  another  question  should 
be  asked. 

Examiner  Cusick:  This  is  a  continuing  reason. 

Mr.  Markham :  Not  having  heard  the  rest  of  the  answer, 
I  find  it  a  little  difficult  to  sustain  that  statement,  Mr. 
Beitel. 

Examiner  Cusick:  Let’s  go. 

The  Witness:  I  stated  I  am  going  to  be  perfectly  frank 
with  you  people  and  admit  that  their  non-ownership  of  the 
wav  is  part  of  the  answer.  But  it  is  not  at  all  the  whole 
answer. 

There  is  no  adequate  history  of  motor  truck  transporta¬ 
tion;  there  is  no  adequate  history  of  bus  transportation. 
Neither  has  been  written,  although  in  the  last  20  years  I 
have  spent  a  good  deal  of  time  on  both  of  those  modes  of 
transportation. 

O'ne  has  to  go  to  the  origin  of  them,  and  the  different 
type  on  rate  of  development  that  took  place,  I  think,  to 
find  the  rest  of  the  explanation  as  to  why  this  condition 
existed. 
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Bus  transportation  developed  early;  around  1911  it  got 
its  start  inter-citywise,  and  few  local  stages  operated  in 
various  sections  of  this  country,  primarily  to  carry  laborers 
to  work,  and  to  carry  tourists  to  certain  sections  not  reach¬ 
ed  by  other  modes  of  transportation. 

About  1920  occured  the  strikes  in  the  electric  industry, 
and  we  got  what  came  to  be  known  as  the  “Jitney  Era”  of 
bus  transportation,  when  people  with  Fords,  and  some  of 
them  with  second-hand  Packards,  went  out  and  paral- 
6863  leled  the  electric  railways  which  had  never  been 
freight  carriers  down  to  that  time,  or  significant 

ones. 

After  the  strikes  were  over  they  continued  to  carry  on, 
on  a  nickel  basis,  jitney  competition,  and  operated  locally 
and  paralleled  the  lines  of  the  railway,  and  then  the  inter- 
urban  electric  railways,  and  so  on. 

It  gradually  developed  that  way,  developing  very  rapidly 
as  a  matter  of  fact,  with  specialized  types  of  equipment  for 
that  purpose. 

In  the  meantime,  truck  transportation  was  much  slower 
in  merging  as  an  inter-city  proposition.  The  equipment 
available  did  not  really  develop  as  fast  as  it  did  in  the 
motor  bus  field.  They  were  primarily  identified  by  the 
way,  with  draymen,  who  had  been  operating  for  years  in 
our  cities  and  they  started  out  operating  over  the  high¬ 
ways,  first,  with  horse-drawn  vehicles  and  then  they  got 
a  motor  vehicle  and  then  a  little  farther  and  farther  and 
then  they  began  to  hook  up. 

So  the  point  was  that  bus  transportation  largely  came 
out — inter-citywise — largely  came  out  of  staging  and  jit¬ 
ney  competition.  That  is  where  it  got  its  powerful  start 
in  the  early  1920,s. 

And  those  people  used  passenger  equipment,  and  they 
didn’t  have  any  stations.  They  stopped  at  Joe’s  poolroom 
or  the  crossroads  or  even  at  the  railroad  stations  and 
picked  up  their  passengers  any  where. 
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The  truck  people  had  no  terminals  to  speak  of  except  a 
garage  because  they  carried  from  store  door  to  store 
door. 

6864  So  consequently  they  developed  along  independent 
I  paths  and  what  is  more,  bus  transportation  reached 

a  stage  of  extensive  operation  long  before  trucks  did. 

I  well  remember  of  my  own  knowledge  here  the  condi¬ 
tions  of  competition  in  the  bus  field  and  the  developments 
that  took  place  by  1925.  By  1925  bus  transportation  was 
almost  a  national  system.  Truck  transportation  was  still 
in  the  area  of  operation  where  they  were  debating  whether 
it  was  economical  to  haul  goods  more  than  50  or  75  miles 
by  truck,  and  I  can  remember  many  truck  operators  say¬ 
ing  “It  is  utterly  uneconomical  for  us  to  operate  more 
than  75  miles.”  That  was  as  late  as  1926. 

In  the  meantime,  the  bus  lines  were  operating  in  various 
parts  of  the  United  States.  The  Greyhound  System  began 
to  reach  its  present  form  as  early  as  1926,  and  many  other 
bus  companies  did. 

The  result  was  there,  it  seems  to  me,  that  it  was  partly 
at  least  explained  upon  the  basis  that  these  did  not  orig¬ 
inate  in  the  same  way;  that  the  equipment  developed  was 
not  the  same,  did  not  develop  the  same  rate,  and  that  bus 
transportation  attained  large  scale  operations  and  maturity 
long  before  truck  transportation  did.  By  “long  before” 
I  mean  now,  periods  of  about  seven  years,  is  approximately 
the  story  there. 

Now  as  time  has  gone  on,  that  pattern  of  course,  has 
continued.  When  they  began  to  acquire  terminals  as  they 
do  today,  they  were  located  in  different  sections,  and  the 
result  has  been  that  a  pattern  of  development  that  started 
there  has  perpetuated  itself. 

6865  It  may  be  interesting  to  observe  that  there  are 
some  instances  today  of  joint  operations  of  bus  and 

truck  lines  other  than  those  owned  by  the  railroads.  I  am 
not  citing  those  as  a  case.  If  you  want  a  case,  Willet’s,  in 
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Chicago,  for  example,  for  years  has  operated  a  good  many 
busses  as  well  as  a  good  many  trucks. 

Now,  finally  with  respect  to  this, — there  may  be  others, 
too,  but  that  occurs  to  me  at  the  present  moment. 

One  final  point  with  reference  to  this  is  the  observation 
that  over  large  segments  of  ocean  transportation  and  water 
way  transportation,  wherever  practicable,  despite  the 
fact — 

Mr.  Lear:  Mr.  Examiner,  I  object  to  any  questions  re¬ 
garding  ocean  transportation  or  water  transportation  as 
being  entirely  irrelevant  and  immaterial.  It  seems  that  I 
recall  California-Eastern  made  no  such  study  of  the  mari¬ 
time  transportation.  That  was  brought  out  on  cross  exam¬ 
ination. 

Mr.  Reilly:  I  think  it  is  pertinent,  Mr.  Examiner,  for 
him  to  show  another  mode  of  transportation  where  pas¬ 
sengers  and  freight  are  carried  by  the  same  vehicles. 

Mr.  Lear:  Mr.  Examiner,  this  question  -was  directed  to 
the  exhibits  of  California-Eastern.  It  just  is  as  immaterial 
as  the  future  of  the  rocket  ship  as  far  as  going  to  the  moon 
is  concerned. 

Examiner  Cusick :  I  don’t  think  that  this  is  a  part  of  the 
answer  to  the  question.  Mr.  Markham,  you  might  clear 
it  up  if  you  so  desire  with  additional  questions,  but  it  cer¬ 
tainly  is  not  responsive,  this  part  that  I  assume  is  going  on 
now — I  haven’t  heard  the  rest  of  the  answer. 

6866  Mr.  Markham:  Very  well. 

Examiner  Cusick :  It  might  be  cleared  up  with  an 
additional  question,  if  you  so  desire,  Mr.  Markham,  and  if 
there  is  an  objection  at  that  time,  the  Examiners  will  rule 
on  it 

I  think  ocean  travel  was  not  part  of  the  California-East¬ 
ern  studies,  and  I  think  it  was  so  stated  on  the  direct 
examination,  or  cross  examination  of  California-Eastern’s 
witnesses. 

Does  that  complete  your  answer  thus  far  with  the  ex¬ 
ception  of  the  maritime  comment? 


2652 


Excerpts  from  Testimony  of  Lewis  C.  Sorrell 

The  Witness :  Yes,  sir. 

•  •  •  •  * 

6867 

•  •  •  •  • 

By  Mr.  Markham: 

Q.  In  your  opinion,  Doctor,  does  the  history  of  the  de¬ 
velopment  of  other  forms  of  transportation  provided  us 
with  any  basic  economic  reason  why  the  air  transport  in¬ 
dustry  should  develop  along  the  lines  of  the  motor  carrier 
industry,  rather  than  as  combination  carriers  of  passen¬ 
gers  and  property?  A.  I  think,  sir,  that  the  history  of  the 
development  of  the  various  modes  of  transport  does  not 
provide  us  with  any  basic  economic  reason  for  the  conclu¬ 
sion  that  the  air  transport  industry  should  develop  along 
the  line  of  the  motor  carrier  industry,  rather  than  other 
forms  of  transport. 

I  have  already  answered  the  basic  economic  aspects  of 
that,  with  reference  both  to  the  rails  and  to  the  highway 
form,  and  I  see  no  reason  for  further  encumbering  the 
record  with  any  repetition  of  that. 

I  would  only  add,  I  think,  here  and  now,  that  the  develop¬ 
ment  of  marine  transport,  both  overseas  and  in  the 

6868  domestic  business  as  well,  does  exemplify  a  joint 
passenger-freight  type  of  operation,  a  joint  service 

operation. 

In  the  case  of  a  carrier  that  typically  does  not  provide, 
own,  and  operate  a  private  right  of  way,  there  evidently 
have  been  joint  costs  of  operation  which  could  be  realized 
well  in  that  type  of  organizing  transport  services,  in  spite 
of  the  fact  that  there  is  no  jointly  owned  right  of  way. 

In  the  development  of  rail  transport  there  has  been  joint 
provision  of  these  services,  there  are  joint  costs  that  are 
spread  over  all  units  of  traffic. 

In  the  highway  field,  as  I  indicated,  it  has  not  developed 
that  way;  and  partly  for  reasons,  as  it  seems  to  me,  other 
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than  simply  the  absence  of  a  jointly  owned  right  of  way 
by  the  carrier. 

In  the  steamship  case,  we  have  another  organization  of 
transport  in  which  there  is  a  large  degree  of  joint  provision 
of  these  services,  although  there  is  no  jointly  owned  right 
of  way,  and  in  many  cases  no  right  of  way  to  be  owned  or 
provided  at  all,  since  nature  provided  it. 

Therefore,  I  conclude,  with  respect  to  that  question,  that 
there  appears  to  me  to  be  no  basic  economic  reason  or 
necessity,  or  preference  even,  for  organizing  the  air  trans¬ 
port  industry  along  the  lines  of,  say,  highway  motor  car¬ 
rier  transportation,  rather  than  some  other  form. 

Q.  Some  reference  has  been  made  previously  in  this  case 
to  the  irregular  route  motor  carrier  certificates  granted  by 
the  Interstate  Commerce  Commission,  as  a  precedent  for 
an  area-type  service  in  the  field  of  air  transportation. 
6869  Will  you  tell  us  in  general  what  the  relative  im¬ 
portance  of  the  irregular  route  motor  carriers  is,  in 
that  field  of  transportation?  A.  Sometime  before  this 
case,  I  made  an  examination  of  the  Class  I  motor  carriers 
of  freight  reporting  to  the  Interstate  Commerce  Commis¬ 
sion.  The  data  which  I  have  relate  to  the  year  1943  and 
are  derived  from  the  records  and  reports  of  the  motor 
carrier  section  of  the  Interstate  Commerce  Commission. 
In  that  year,  there  -were  1,287  Class  I  motor  carriers  of 
property  reporting  to  that  Commission.  1,110  of  them,  or 
86  per  cent,  were  common  carriers.  177  were  contract  car¬ 
riers. 

Of  that  total  number,  859,  or  66  per  cent  in  number  of 
carriers,  w’ere  engaged  in  general  freight.  The  remaining 
number  consisted  mainly  of  firms  engaged  in  moving  and 
erecting  machinery,  in  hauling  pipeline  supplies  to  new 
production  areas  where  it  was  associated  with  oil  w’ell 
drilling,  a  few  in  the  transportation  of  explosives,  a  num¬ 
ber  engaged  in  hauling  freight  for  retail  delivery — that  is, 
from  wholesale  houses  radially,  usually  short  distances  out 
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of  terminal  areas,  to  the  retail  customers  of  wholesalers — 
truek-away  firms,  hauling  automobiles  and  trucks  for  manu¬ 
facturers  of  those  vehicles. 

The  bulk,  therefore,  of  the  other-than-general  freight 
were  engaged  in  such  operations  that  it  seems  to  me  could 
hardly  be  regarded  as  very  suitable  types  of  air  cargo 
transportation  in  its  present,  and  as  far  as  I  can  see, 
prospective  trends;  much  of  them  very  short-haul  trans¬ 
port. 

To  turn  our  attention  to  the  general  freight,  859 
6870  carriers,  Class  I,  that  are  hauling  a  good  deal  of 
freight  that  is  of  a  type  that  appears  to  have  some 
prospect  for  air:  As  you  know,  these  are  divided  into  three 
groups  under  the  ICC  classification:  regular  route,  com¬ 
mon,  and  contract;  irregular  route,  radial;  and  irregular 
route  non-radial. 

Those  classifications  developed  from  almost  the  time  the 
Interstate  Commerce  Commission  assumed  jurisdiction 
over  motor  carriers,  under  the  Act  of  1935,  and  they  repre¬ 
sented,  therefore,  in  the  main  developments  in  the  organ¬ 
ization  of  this  industry  prior  to  the  time  the  Commission 
assumed  jurisdiction. 

Now,  radial  route  operators  are  largely  short-haul  oper¬ 
ators.  They  have  a  fixed  base  from  which  they  proceed,  a 
city,  a  town,  or  what  ever  describes  you  apply  to  it,  which 
is  the  home  office;  and  out  of  that,  they  fan  out  usually 
rather  short  distances  in  the  distribution  of  goods. 

The  non-radial  irregular  route,  however,  goes  farther 
and  is  the  type  that  does  not  necessarily  operate  from  a 
fixed  base.  They  may  have  and  must  have  a  base  of  oper¬ 
ations,  to  be  sure,  but  they  operate  hither  and  yon,  some¬ 
times  like  what  might  be  called  a  tramp  operator  if  it  were 
in  ocean  transportation;  at  all  events,  extending  over 
considerable  distances,  and  often  hauling  considerable 
traffic. 

Now,  the  breakdown  by  number  of  the  general  freight 
group  of  which  I  have  spoken  is  as  follows:  738  of  these 
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operators  were  regular  route  common  and  contract  car¬ 
riers;  57,  radial,  irregular  route;  64,  non-radial,  irregular; 
total,  859  carriers,  Class  I. 

6871  Mr.  Page:  Excuse  me,  Mr.  Examiner.  Is  this  re¬ 
lating  to  motor  carriers  now,  sir? 

Examiner  Radcliffe :  It  is. 

Mr.  Beitel:  And  did  you  say  728  or  738? 

The  Witness :  738. 

Mr.  Beitel:  And  these  are  the  1942  statistics? 

The  Witness:  1943  statistics. 

Now,  there  probably  is  no  single  carrier  in  that  group 
who  exactly  corresponds  to  the  area  concept  of  operation. 

Mr.  Beitel:  I  object  to  the  witness  testifying  about  the 
area  type  of  operation  until  he  describes  what  he  means 
by  the  area  concept. 

Mr.  Markham:  Restrict  the  answer,  if  you  will,  please, 
Doctor,  to  the  importance  of  the  irregular  carriers  in  the 
motor  carrier  industry,  and  then  we  will  go  on. 

Examiner  Radcliffe :  Will  that  answer  the  objection  ? 

Mr.  Beitel:  Yes. 

The  Witness:  I  am  not  sure,  Mr.  Examiner,  that  I  under¬ 
stand  the  objection  here. 

Examiner  Radcliffe:  The  objection  was  to  your  com¬ 
menting  on  the  area  type  operation  that  may  be  concerned 
in  this  proceeding,  without  your  describing  it  in  some  par¬ 
ticularity,  and  Mr.  Markham  suggested  that  to  avoid  the 
objection  you  limit  your  remarks  to  the  irregular  route 
operation  in  the  motor  carrier  field  and  their  importance 
in  that  field. 

The  Witness :  I  will  do  so,  very  gladly. 

Now,  of  this  non-radial  irregular  route  troup,  it  will  be 
observed  that  they  constituted  7.7  per  cent  of  the 

6872  total  number  of  general  freight  operators. 

If  we  should  express  it  in  terms  of  the  revenues 
involved,  then  the  situation  is  as  follows:  the  regular 
route  operators,  common  and  contract  carriers — that  is, 
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with  specific  routes  and  specific  points  which  they  must 
serve — did  93  per  cent  of  the  business,  as  measured  by 
revenues. 

The  irregular  route  radial  operators  did  3.2  per  cent  of 
the  business,  as  measured  by  revenues.  The  irregular 
route  non-radial  carriers  enjoyed  3.8  per  cent  of  the  rev¬ 
enues.  That  indicates,  then,  in  the  motor  carrier  field, 
among  Class  I  carriers  reporting  to  the  Commission,  the 
relative  importance  of  those  carriers  certificated  for  regu¬ 
lar-route  general  freight  operation. 

The  importance  of  those  operating  from  a  fixed  base 
with  short-haul  radial  operations  from  that  base,  and  those 
operating  non-radial  irregular,  that  usually  had  in  their 
certificates  some  provision  as  regards  the  area  in  which 
they  operated — that  is,  that  third  group  was  usually  de¬ 
fined  in  the  certificates  issued  by  the  Commission  as  oper¬ 
ating  within  a  certain  area  and  not  confined  to  specific 
routes  or  to  specific  points. 

In  some  instances,  certain  of  the  the  third  group  were 
predominantly  regular  route  carriers,  but  they  did  have 
some  non-radial  operations,  although  the  bulk  of  their 
business  was  regular  route. 

Most  of  these  operators  obtained  these  under  “grand¬ 
father”  rights.  There  have  been  few  certificates  by  the 
Commission  other  than  those  derived  from  the  proof  that, 
as  of  the  grandfather  date  in  the  Motor  Carrier  Act, 
6873  these  operators  had  such-and-such  operations,  were 
able  to  prove  it,  and  therefore  were  entitled  to  oper¬ 
ate  under  those  terms.  That  appears  to  indicate  the  rela¬ 
tive  importance  of  these  three  groups  of  operators  as  of 
the  year  1943,  and  the  scale  of  their  operations. 

By  Mr.  Markham: 

Q.  Do  you  happen  to  know,  Doctor,  whether  in  the  motor 
carrier  field  the  irregular  route  operators  provide  a  service 
within  areas,  or  whether  there  are  irregular  route  opera- 
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tors  who  are  authorized  to  provide  service  between  areas? 
A.  I  cannot  at  present  recall  any  instance  of  certificates 
involving  a  between-area  operation.  It  has  usually  been 
defined,  I  believe  in  most  cases,  as  a  certain  geographical 
section  within  which  the  operation  should  take  place.  For 
example,  some  of  these  operate  in  New  England  and  the 
Middle  Atlantic  states  and  there  appear  to  be  rather  more 
of  them  there  than  elsewhere,  and  the  certificates  give  them 
the  right  to  operate  not  countrywide,  of  course,  not  a  large 
geographical  area,  except  as  you  regard  New  England  or 
the  Middle  Atlantic  states  as  a  large  geographical  area. 

That  is  about  the  best  I  can  answer  that  question,  sir. 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Page: 

•  •  •  •  « 

6877 

•  •  •  •  * 

Q.  Looking  at  the  middle  of  the  second  paragraph,  please, 
Dr.  Sorrell,  referring  to  your  activities:  “and  also  study 
and  forecasts  of  future  traffic  trends,  passenger  and  freight 
on  the  railroads,  highways,  waterways,  and  airways  of  the 
nation.” 

Have  you  made,  sir,  any  forecasts  of  future  traffic  trends 
with  respect  to  the  potential  freight  ton-miles  that  exist 
over  the  several  routes  of  the  airlines? 

•  •  •  •  • 

The  Witness:  I  have  not  made  forecasts  of  the  freight 
potential.  In  fact,  I  have  very  definitely  steered  away  from 
doing  so. 

By  Mr.  Page : 

Q.  Would  you  care  to  explain  that  answer,  sir?  A.  I 
have  no  reliable  scientific  way  of  making  that  forecast  at 
the  present  time. 
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The  forecasts  referred  to  there  had  been  made  down  to 
about  1940-41.  There  was  no  air  freight  traffic  at  that  time, 
sir,  as  you  are  aware,  and  therefore  they  did  not 
6878  include  that.  They  did  include  some  other  aspects 

1  of  air  transport  at  that  time,  did  you  not,  that  one, 

and  I  have  not  made  any  forecast  of  the  air  freight  poten¬ 
tial  Which  is  likely  to  be  developed  in  the  United  States. 

•  •  •  •  • 

6883  Cross  Examination 

By  Mr.  Miller: 

•  *  •  •  * 

Q.  Well,  I  believe  you  can  answer  that.  Have  you  had 
any  airline  operating  experience?  A.  It  depends  upon 
what  you  mean  by  operating  experience.  Do  you  mean  actu¬ 
ally  in  flying  the  planes,  in  dispatching,  scheduling,  station 
agent  operation,  ticketing,  and  all  such  matters  as  that? 

Q.  I  mean  have  you  held  any  position  with  any  operat¬ 
ing  airline?  A.  No,  sir,  I  have  not  held  any  position  with 
$n  operating  airline.  My  work  in  air  transport  has  been 
entirely  here  with  the  Air  Transport  Association. 

Q..  You  were  a  full-time  employee  of  the  Association,  as 
a  Director  of  Research,  I  take  it?  A.  For  two  years,  yes, 
sir. 

Q.  Y'ou  are  now  on  part-time  retainer  by  the  Associa¬ 
tion,  as  Director  of  Research?  A.  That  is  correct. 

t  i  i  •  • 

6889  Q.  Dr.  Sorrell,  in  vour  scheme,  of  things  for  the 
future  of  air  transportation,  as  testified  by  you  in 
reply  to  the  first  hypothetical  question  to  you;  namely, 
the  advantages  of  only  one  type  of  air  carrier,  the  multiple- 
service  air  carrier,  performing  passenger,  mail,  and  prop¬ 
erty  service,  is  there  any  future,  in  your  opinion,  for  the 
contract  air  carrier  of  air  freight? 
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The  Witness:  My  difficulty,  sir,  turns  upon  the  concept 
of  any  future.  I  cannot  define  that  expression  myself,  be* 
cause  there  are  various  magnitudes  that  might  be  termed 
the  future.  I  can  conceive,  at  any  rate,  that  there 

6890  may  be  a  place  in  which  some  contract  carrier  oper¬ 
ations  may  be  successful. 

I  can  conceive  also  private  carriage,  as  well ;  both  of  them. 
But  what  the  magnitude  would  be — and  that  is  obviously 
what  the  question  as  to  future  means — I  really  cannot  say, 
sir. 

By  Mr.  Miller : 

Q.  You  don’t  have  any  opinion,  then,  as  to  the  prospects 
for  the  contract  air  carrier  in  the  immediate  future;  is  that 
correct?  A.  I  have  no  opinion,  sir,  that  could  be  reduced 
to  any  quantitative  form. 

Q.  You  had  an  opinion  in  July,  1945, 1  believe,  didn’t  you, 
Doctor?  A.  I  may  have  expressed  a  statement  there  as 
to  the  prospects  with  regard  to  it;  though  again,  it  is  a 
question  of  accuracy  of  statement  before  a  general  audi¬ 
ence,  and  not  an  economic  treatise. 

Q.  I  would  like  to  read  it  to  you  very  briefly  and  see  if 
this  coincides  with  your  present  views  or  whether  your 
views  have  changed  any  on  this  subject. 

At  page  98  of  the  work  previously  referred  to,  discussing 
contract  carriage:  “In  order  to  secure  enough  such  con¬ 
signments  to  maintain  daily  services,  they  must  be  solicited 
from  numerous  shippers.  That  way  of  doing  business  is 
common  and  not  contract  carriage.” 

Now,  a  little  further  down  and  on  the  same  page :  “There¬ 
fore,  those  who  rely  heavily  upon  this  method  of  operation 
to  produce  large  increases  in  air  cargo  are  likely 

6891  to  find  that  the  operators  must  attain  duality;  that 
is,  they  must  become  common  carriers  in  one  direc¬ 
tion  at  least,  and  of  general  merchandise,  in  order  eco- 
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nomically  to  support  contract  carrying  of  some  agricultural 
specialities  in  the  reverse. 

It  is  difficult  to  envision  this  scheme  of  true  contract 
carrying  in  both  directions  as  providing  any  very  exten¬ 
sive  coverage  of  the  country.” 

Now,  are  those  still  your  views,  or  do  you  have  any  dif¬ 
ferent  views  now  about  the  future  of  contract  carriage  of 
air  freight?  A.  I  would  stand  on  that  statement,  sir,  ex¬ 
cept  for  the  very  last  part  of  it,  as  to  the  meaning  that 
might  be  given  to  it  now  as  to  the  quantity.  I  am  quite  so 
sure  about  that  proposition,  applying  only  to  that  very 
last  phrase.  Otherwise,  I  shall  have  to  stand  on  that  propo¬ 
sition. 

•  •••# 

6892 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Craven: 

•  *  *  •  • 

6900 

•  •  •  •  • 

Q.  Perhaps  my  word  chaos  is  too  strong.  Did  you  indi¬ 
cate  or  did  you  mean  to  indicate  that  it  is  your  belief  that 
if  there  were  set  up  a  reasonable  number  of  air  cargo  oper¬ 
ators,  I  mean  exclusive  operators,  that  the  multiple  com¬ 
panies  would  be  brought  to  any  place  of  seriously  uneco¬ 
nomic  operation?  A.  Well,  I  don’t  think,  Mr.  Craven,  that 
I  could  express  a  clear  answer  yes  or  no  to  that  question. 

Q.  You  are  not  a  clairvoyant  any  more  than  I  am  on  that 
point.  A.  Of  course  not.  But  you  start  your  question  with 
the  expression  “a  reasonable  number.”  I  do  not  know  what 
a  reasonable  number  is.  I  would  not  know  in  what 

6901  area  they  were  operating,  and  how  many  there  are, 
i  and  how  direct  or  difficult  the  competition  is,  and 

until  those  terms  are  set  up,  I  really  couldn’t  give  an  an- 
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swer  to  the  question  that  you  asked,  since  a  reasonable 
number  is  an  utterly  indeterminate  issue. 

Q.  Shouldn’t  we  assume,  Dr.  Sorrell,  that  if  the  Board, 
as  a  result  of  these  proceedings,  sets  up  competition  in  the 
form  of  separate  air  cargo  operators,  that  it  will  not  set 
up  too  many,  and  that  it  will  preserve  an  appropriate  com¬ 
petitive  balance!  A.  I  should  hope  that  would  be  the 
case. 

Q.  Now,  if  it  does —  A.  Just  a  minute.  Allow  me  to 
finish  what  I  was  going  to  say. 

I  should  hope  that  it  does.  And  as  to  what  the  definition 
of  it  is,  I  am  not  testifying  here. 

Q.  You  and  I  can’t  foresee  that.  A.  No. 

Q.  But  assume  that  the  Board  in  the  exercise  of  sound 
discretion  sets  up  an  appropriate  number  of  companies, 
and  establishes  competition  that  is  not  unbalanced,  do  you 
have  any  reason  to  believe,  and  can  you  say  that  you  think 
that  that  will  produce  a  situation  which  will  jeopardize  the 
economic  operation  of  these  companies?  A.  You  mean  the 
certificated  companies? 

Q.  I  mean  the  certificated  companies.  A.  Well,  Mr. 
Craven,  it  could  happen,  and  it  might  even  happen,  under 
certain  economic  conditions  that  we  don’t  immediately 
foresee  at  the  present  moment,  of  course. 

6902  Q.  And  if  it  did  happen,  your  objections  would  be 
largely  removed,  would  they  not?  A.  If  what  did 
happen,  sir? 

Q.  That  they  set  up  not  more  than  a  reasonable  number 
of  competitive  companies.  A.  Well  sir,  I  don’t  know  that 
an  answer  that  I  give  to  this  particular  question  of  yours 
has  very  much  assistance  value  to  the  Board.  Of  course, 
if  competition  did  not  become  unreasonable,  and  did  not 
bring  about  those  results,  well,  one  would  have  to  say,  all 
right. 
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6908 

•  •  •  •  • 

By  Mr.  Craven: 

Q.  Isn’t  it  clear  that  the  cheapest  way  to  operate 

6909  the  system  of  airlines  between  here  and  the  Pacific 
coast  is  not  to  have  diverse  ownership,  but  to  com¬ 
bine  in  one  company  both  the  passenger  and  freight  opera¬ 
tions?  A.  Of  all  of  the  traffic  between  the  two  coasts? 

Q.  Yes.  Airline  traffic.  A.  At  the  present  time,  I  could 
not  answer  whether  that  would  be  the  cheapest  way.  I  do 
not  know,  sir,  that  it  would  be  so. 

Q.  It  would  eliminate  any  troubles  arising  from  com¬ 
petitive  losses  of  the  kind  you  have  described  here  due  to 
one  carrier  cutting — establishing  rates —  A.  That,  of 
course,  might  result  in  increments  of  costs  of  another 
character,  too,  sir. 

Q.  You  spoke  here  about  the  fact  that  if  an  air  cargo 
operator  could  reduce  its  rates  below  those  of  the  multiple 
operator  that  one  result,  one  uneconomic  result  would  be 
that  the  so-called  multiple  operator  if  he  operated  at  those 
low  rates  would  lose  money,  and  that  if  he  cut  his  rates 
to  meet  them  he  would — if  he  didn’t  cut  his  rates  to  meet 
them  he  would  lose  the  business.  Is  that  what  your  position 
was?  A.  Yes,  sir. 

Q.  The  same  thing  is  true  between  TWA  and  United,  is 
it  not,  if  TWA  cuts  its  rates  below  those  of  United?  A. 
That  could  be  true,  sir. 

•  •  •  •  • 

6920 

•  •  •  •  • 

Q.  What  do  you  mean  to  indicate — let’s  see  if  we  under¬ 
stand  your  views — what  did  you  mean  to  indicate  by  rate 
wars,  bankruptcies  and  general  instability? 

I  am  using  your  language.  What  do  you  foresee  here 
that  you  are  trying  to  warn  this  Board  against?  A.  Well, 
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I  am  only  pointing  out,  sir,  that  if  the  certification  should 
result  in  too  great  expansion,  there  would  be  that  competi¬ 
tion  for  traffic,  there  would  be  that  struggle  to  get  business, 
there  would  be  this  rate  competition  which  apparently  has 
already  developed — between  the  applicant  carriers,  be¬ 
tween  the  applicant  carriers  and  the  certificated  carriers, 
perhaps  also  between  the  certificated  carriers,  and  the  re¬ 
sult  could  then  be  just  precisely  what  I  stated,  rate  wars, 
cutting  rates  down  below  the  point  that  where  the  industry 
could  survive  as  an  industry,  and  some  units  perhaps  being 
thrown  into  bankruptcy. 

Not  all  of  them  necessarily,  but  some  of  them.  There 
would  be  a  general  financial  instability. 

Q.  Do  you  mean  to  say  that  the  certification  of,  we  will 
say,  six  companies,  as  the  result  of  this  proceeding,  will 
produce  that  result?  A.  It  would  depend  entirely,  sir,  on 
how  large  their  operations  become,  what  areas  they  oper¬ 
ated  in,  how  large  the  scale  of  their  operations  became  as 
opposed  to  the  other  types  of  operators.  I  wouldn’t  know 
whether  it  would  or  not,  sir. 

Q.  You  don’t  pretend  that  it  would,  do  you?  A.  I  could 
only  say  that  under  certain  economic  conditions  that 
6921  might  eventuate,  but  I  cannot  say  positively  that  it 
will,  nor  did  I  say — because  obviously  that  question 
wasn’t  before  me— that  certification  of  six  would  do  it.  No, 
sir. 

Q.  The  safe  way  to  avoid  those  things  which  you  have 
described  is  not  to  have  competition.  That  is  why  you  don’t 
want  competition,  is  because  you  are  afraid  of  such  things. 
A.  I  have  never  been  afraid  of  competition.  I  haven’t  said 
I  don’t  want  competition,  and  you  cannot  put  that  into  my 
mouth. 

Q.  Are  you  willing  to  state  to  the  Board  here  that  they 
should,  and  might  well  recommend  half  a  dozen  operators 
in  this  case?  A.  I  will  not  say  that,  sir,  to  the  Board  or 
to  anybody  else,  because  that  is  a  decision  of  policy  which 
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the  Board  must  take.  It  is  up  to  the  Board  to  answer  that 
question  in  view  of  the  risks. 

I,  sir,  have  appeared  here  as  a  witness  only  to  discuss 
potential  economic  consequences  that  might  flow.  It  is  not 
for  me,  as  a  witness,  for  any  group,  to  advise  the  Board, 
to  counsel  the  Board,  or  to  do  as  you  have  asked  me,  to 
say  to  the  Board  that  they  should  do  that.  That  is  an  issue 
of  policy;  it  is  for  the  Board  to  decide  it;  it  is  not  for  me 
to  advise  them;  it  would  be  improper  for  them  to  ask  me 
to  advise  them;  and  I  refuse  therefore,  to  make  that  state¬ 
ment  that  you  request. 

Q..  In  other  words,  if  the  Board,  instead  of  mere  me, 
would  ask  you  as  to  what  your  advise  was,  you  would 
6922  say  “I  do  not  know”?  A.  Under  present  conditions 
I  would  say  that.  I  do  not  know. 

•  *  •  •  • 

6937 

•  •  •  •  • 

By  Mr.  Beitel: 

Q.  Taking  those  same  assumptions,  would  the  multiple 
service  carrier  be  able  to  carry  freight  at  a  cheaper 

6938  rate  to  the  public  than  the  all-freight  carrier?  A. 
Well,  basing  its  rates  on  cost,  now,  and  not  using 

one  mode  of  transportation  to  assist  the  other,  that  in¬ 
volves,  Mr.  Beitel,  a  forecast  of  how  each  of  these  carriers, 
if  certificated,  would  operate  the  area.  There  are  inevitably 
always — 

Q.  I  am  taking  the  same  assumption  that  you  took  in 
your  hypothetical  question  and  answer.  A.  Yes.  But 
there  are  services  even  where  two  carriers  serve  the  same 
points,  there  are  service  differences  that  are  themselves 
translateable  into  costs. 

Now",  providing,  Mr.  Beitel,  that  the  service  aspect  of  it 
was  exactly  the  same,  or  at  least  so  nearly  the  same  that 
that  could  not  be  a  factor,  and  using  the  same  types  of 
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equipment,  I  would  say  that  the  multiple  service  carrier 
ought  to  be  in  a  position  there,  by  virtue  of  that,  to  charge 
somewhat  lower  rates  without  using  the  subsidy  argument 
of  the  subsidy  arrangement  of  others.  It  should  be  able 
to  do  so. 

Whether  it  would  actually  attain  or  not  depends  on 
whether  the  conditions  of  the  assumptions  are  real. 

Q.  On  the  assumptions  we  assume,  first,  the  companies 
are  the  same  size,  and  second,  that  they  operate  the  same 
type  of  equipment.  A.  So  you  don’t  have  that  variation. 

Q.  And  third  that  they  have  the  same  rate  in  wages 
and  prices.  A.  Yes,  sir. 

Q.  Do  you  think  we  have  to  assume  also  for  the 
6939  purposes  of  that  answer,  that  the  two  companies 
carry  the  same  volume  of  freight!  A.  I  think  so, 
yes.  I  think,  Mr.  Beitel,  that  could  be  added  there,  validly. 

•  •  •  •  • 

6945 

•  •  •  •  • 

Q.  Let  me  carry  it  one  point  further.  When  you  dis¬ 
cussed  the  possible  results  under  the  assumed  set  of  facts 
this  morning,  did  you  intend  to  imply  by  that  testimony 
that  your  arguments  would  apply  equally  to  all-freight 
carriers  who  might  be  certificated  by  the  Board  for  a  tem¬ 
porary  certificate,  as  well  as  by  the  all-freight  car- 

6946  riers  who  might  be  certificated  on  a  permanent  basis, 
or  did  you  consider  that  point  at  all!  A.  I  did  not 

consider  that  point  at  all,  Mr.  BeiteL  May  I  say  that  I  was 
looking  more  toward  the  long-run  effects,  that  is,  if  this 
thing  should  develop  what  might  be  the  ultimate  conse¬ 
quences  in  the  course  of  developments  in  5,  10  or  15  years, 
but  I  did  not  even  consider  temporary  certification.  That 
was  not  a  point  in  my  consideration. 


2666 


Excerpts  from  Testimony  of  Lewis  C.  Sorrell 


6964 

•  •  •  •  • 

Q.  And  the  freight  which  you  analyzed:  was  that  all 
freight  which  moved  in  interstate  commerce,  or  was  it  just 
that  freight  which  we  have  been  terming  air  candidates? 
A.  I  was  speaking  of  all  freight  at  that  point;  not  air 
candidates. 

6975 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Meyers: 

•  •  •  •  • 

6979 

•  •  •  •  • 

Q.  Let  us  make  one  more  adjustment  in  this  hypothesis 
to  see  whether  I  can  understand  you  clearly.  We  assume 
the  same  type  of  equipment,  the  same  load  factors,  the 
same  wages,  the  same  prices,  and  the  POC,  the  property- 
only-carrier,  carries  the  same  volume  as  the  MSC,  the  mul¬ 
tiple-service  carrier.  Both  of  them  keep  their  books  in  ac¬ 
cordance  with  the  uniform  system  of  accounts  for  domestic 
carriers,  as  prescribed  by  the  CAB,  and  they  have  operat¬ 
ing  expenses  in  those  accounts  enumerated  this  morning 
by  you.  Each  of  them  totals  a  million  dollars. 

6980  Let  us  say  the  ton  miles  carried  is  equivalent  be¬ 
tween  the  POC  and  the  MSC  services.  When  you 

determine  the  ton  mile  cost  of  these  operating  expenses, 
this  portion  of  the  ton  mile  cost,  for  POC,  it  is  a  relatively 
simple  matter,  isn’t  it?  A.  As  long  as  you  do  not — 

Mr.  Markham :  If  you  understand  it,  go  ahead. 

By  Mr.  Meyers: 

Q.  Let  me  restate  it.  Do  I  confuse  you  by  referring  to 
POC?  A.  No,  that  doesn’t  confuse  me. 

Q.  I  am  assuming  all  the  constants  in  these  two  carries 
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that  were  postulated  this  morning,  so  as  to  get  at  the  prin¬ 
ciple  that  you  are  enunciating  that  there  was  a  beneficial 
value  in  operating  MSC  as  against  POC. 

Now,  let  us  assume  that  the  operating  expenses  for  both 
companies,  according  to  the  system  of  accounts  for  these 
account  numbers  you  mentioned  this  morning,  is  a  million 
dollars  in  each  case. 

In  distributing  that  at  a  ton  mile  unit  cost  for  POC,  it  is 
a  very  simple  matter,  is  it  not?  A.  It  is  if  you  do  not  have 
a  classification  of  coimnodities  and  do  not  break  up  your 
freight  into  different  groups. 

If  you  do  that,  it  is  not  a  simple  matter  even  there. 

Q.  Well,  let  us  assume,  for  simplicity’s  sake,  before  we 
complicate  it  as  to  that,  that  there  is  a  single  rate  structure 
for  cargo  in  both  cases.  Then  for  POC  it  would  be  a  fairly 
simple  matter  to  distribute  those  operating  costs  on 
6981  the  ton  miles  carried  by  POC?  A.  The  rate  struc¬ 
ture  doesn’t  affect  it,  Mr.  Meyers. 

Q.  Perhaps  I  am  talking  too  fast  and  confusing  you  as 
well  as  myself?  A.  I  only  wanted  to  make  clear  that  I 
want  to  be  cooperative  and  helpful  as  well  as  I  can,  Mr. 
Meyers.  The  rates  may  or  may  not  be  predicated  upon 
the  costs. 

Q.  I  am  not  interested  in  the  rates.  I  am  interested  solely 
in  costs.  I  want  to  distribute  the  costs  of  these  operating 
expenses  on  a  ton  mile  unit  basis  for  POC.  It  is  very  simple 
for  them,  is  it  not?  A.  I  still  think  it  is  not  going  to  be 
very  simple,  sir.  If  you  are  talking  just  about  the  port-to- 
port  costs  of  direct  flight,  perhaps  so,  but  I  am  thinking  of 
now — and  this  group  of  course  includes — all  of  those  costs 
which  are  not  directly  associated  with  flight. 

And  different  commodities  may  conceivably  have  differ¬ 
ent  costs  with  respect  to  the  ground  operations. 

In  fact,  I  rather  anticipate  myself  that  that  is  what  is 
going  to  eventuate.  Different  classes  of  commodities — 
“Classes”  doesn’t  mean  a  rate  classification  at  this  point, 
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sir;  it  means  commodities  of  different  physical  character¬ 
istics  with  respect  to  handling,  and  all  that — will  probably 
occasion  different  costs. 

And  therefore  I  can’t  really  say,  in  my  knowledge  of 
either  or  any  other  mode  of  transportation,  that  it  is  going 
to  be  the  simplest  sort  of  an  affair. 

Q.  Dr.  Sorrell,  this  morning  you  very  glibly  told  us  that 
you  could  distribute  these  costs  as  you  did  this  morning 
and  find  that  MSC  was  a  much  more  economical  oper- 
6982  ation  in  terms  of  freight  cost  than  POC. 

Now,  when  I  ask  you  to  get  an  average  ton  mile 
cost  for  POC  carrying  a  single  type  of  commodity,  I  find 
that  it  is  a  very  difficult  matter  on  POC  alone.  If  we  move 
to  MSC,  it  becomes  even  more  complicated,  doesn’t  it!  A. 
Yes,  sir,  it  would  be. 

Q.  Then  how  do  you  draw  this  simple  conclusion  that  you 
did  this  morning  that  there  is  such  a  great  economic  advan¬ 
tage  to  an  MSC  operation!  A.  Well,  that  is  based  upon 
the  method  as  to  how  costs  will  be  allocated.  Remember, 
Mr.  Meyers,  in  what  I  said  there  I  was  dealing  with  a  defi¬ 
nition  of  a  unit  cost  in  terms  of  the  present  classification, 
and  to  make  sure  that  we  weren’t  confusing  added  unit 
cost  with  total  unit  cost.  That  was  the  reason  for  using 
that.  But  when  we  come  to  the  actual  operations  here,  and 
under  what  I  anticipate  is  likely  to  eventuate  with  respect 
to  costs,  I  think  we  are  going  to  have  problems  such  as 
other  carriers  have  had. 

Q.  But  let  us  stick  to  the  hypothesis.  I  tried  to  the  best 
of  my  understanding  to  stay  within  your  framework  and 
your  definition.  And  I  still  can’t  understand  why  40  mil¬ 
lion  ton  miles  carried  by  MSC  divided  between  multiple- 
services  gives  you  a  lower  unit  cost  than  40  million  ton 
miles  divided  among  one  commodity;  that  is,  cargo!  A. 
Well,  if  you  have  exactly  the  same  volumes  of  cargo  opera¬ 
tions  and  you  are  just  treating  now  the  cargo  costs  and 
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nothing  else,  why,  dividing  costs  determined  for 

6983  cargo  by  40  million  ton  miles  in  either  case  is  exact¬ 
ly  the  same  statistical  unit,  regardless. 

In  other  words,  it  is  just  mathematical;  same  numera¬ 
tors  by  the  same  denominators  produces  the  same  mathe¬ 
matical  result. 

Q.  That  is  exactly  the  result  I  came  to,  and  that  is  why 
I  can’t  understand,  if  that  is  the  case,  why  MSC  has  an 
advantage  over  POC  on  your  theory.  A.  Well,  I  am  deal¬ 
ing  here  with  a  case  where  there  divergent  volumes  of 
these  things  at  different  points.  It  is  not  merely  just  a 
terminal-to-terminal  proposition,  let  us  say,  but  it  is  a 
case  where  the  different  points  served  by  these  different 
carriers  may  produce  divergent  volumes  of  these,  and  there 
I  think  it  does  make  a  difference. 

Q.  Let  us  assume,  now,  that  MSC  has  got  these  factors 
that  you  speak  of,  different  volumes  available  of  different 
characters  at  varying  points;  but  that  POC  maintains  a 
uniform  cargo  payload  factor  throughout  its  operations. 
The  thing  that  baffles  me  here  is  why  it  is  easier  on  your 
assumptions  of  equality,  same  size,  same  equipment,  every¬ 
thing  same,  and  why  you  used  just  the  one  variant  that 
you  do,  to  get  a  result  which  favors  MSC. 

Now,  if  we  take  a  different  variant,  will  we  come  out  with 
a  contrary  result  and  get  POC  favored?  A.  By  “different 
variant”,  you  mean  vary  some  of  these  other  assumptions? 

•  •  •  •  • 

6984 

•  t  •  •  • 

Examiner  Cusick:  I  think  it  could  be:  “all  things  being 
equal.  ” 

By  Mr.  Meyers : 

Q.  That,  I  assumed,  was  the  purpose  of  this  first  hy¬ 
pothesis  :  all  things  being  equal. 
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All  things  being  equal,  how  does  MSC  come  out  with  a 
lower  unit  cost  than  POC?  A.  You  mean  those  things 
specifically  mentioned  here? 

Examiner  Cusick:  The  variants  set  forth. 

By  Mr.  Meyers: 

Q.  Load  factor,  type  of  equipment,  wages,  prices.  A. 
Y’es,  those  things  which  are  matters  of  bargaining  in  the 
general  market. 

Q.  And  the  load  factors  being  equal.  A.  Load  factor 
expressed,  now,  in  total  ton  miles? 

Q.  Yes,  whether  cargo,  mail,  or  freight.  A.  And  does 
the  question  involve  now  a  case  of  the  whole  system,  or 
just  between  certain  points?  Does  it  mean  just  between 
terminal  points  or  between  points  in  the  whole  system  t 

Q.  System-over.  A.  Again  I  come  back  to  the  problem 
which  has  interested  me  in  this  whole  situation  namely, 
that  there  is  one  thing  that  you  apparently  cannot 
6985  equal  there,  unless  the  carrier  of  property  renders 
service  to  the  same  points.  If  it  renders  service  to 
the  same  points,  and  if,  under  the  costing  process,  care¬ 
fully  worked  out,  other  types  of  traffic  are  shown  to  have 
the  same  costs,  then  you  could  get  the  result  that  you  men¬ 
tion.  But  I  do  not  believe,  myself,  that  those  costs  will 
work  out  at  the  same  rate. 

And  I  do  not  believe,  furthermore  that— especially  with 
the  condition  where,  say,  the  property-only  carrier  is  oper¬ 
ating  between  a  limited  number  of  points  and  the  other 
carrier  is  operating  between  many  more  and  intermediate 
points — the  same  result  will  accrue. 

Q.  Well,  if  you  want  to  change  the  terms  of  your  hy¬ 
pothesis,  we  can  move  on  to  that.  I  was  merely  staying 
within  the  framework  of  the  hypothesis,  and  I  am  satisfied, 
to  this  point,  with  the  answer. 

However,  I  want  to  develop  further  this  problem  of  the 
joint  costs  that  are  to  be  distributed  in  the  MES  system 
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between  mail,  cargo,  and  passengers,  and  in  the  POC  sys¬ 
tem  to  cargo  alone. 

And  going  through  these  account  numbers  that  you  men¬ 
tioned,  I  want  to  ask  you  a  question  or  two  on  them. 

Generally,  I  will  concede  and  agree  with  you  that  when 
you  distribute  them  over  three  types  of  commodities  under 
the  modified  hypothesis  you  have  discussed  last,  you  would 
get  a  relatively  lower  cost. 

Now,  I  am  interested  in  the  absolute  costs  that  are  in¬ 
volved.  When  you  have  ground  costs  for  a  passenger-mail- 
cargo  combination,  don’t  you  have  larger  absolute 
6986  costs  than  you  have  for  just  cargo  ?  That  is,  you  have 
to  have  ground  costs  that  involve  the  equipment  to 
take  care  of  passengers,  which  is  more  expensive  than 
handling  freight. 

And  you  have  the  equipment  for  mail  as  well  as  equip¬ 
ment  for  passengers.  So  you  have  three  sets  of  equipment 
on  the  ground  for  your  three  types  of  operations. 

In  total,  isn’t  that  greater  than  the  amount  of  equipment 
that  POC  would  have  to  have  for  a  like  amount  of  tonnage? 
A.  Well,  the  maintenance  costs  of  certain  services  here 
might  conceivably  be  higher,  Mr.  Meyers,  than  for  just  an 
all-cargo  operation,  if  you  were  averaging  it  over  the  whole 
group  of  services. 

But  I  would  expect  that  in  the  organization  of  this  even 
a  multiple-service  carrier  would  arrange  its  schedules  and 
its  operations  and  its  maintenance  program  so  that  the 
cargo  planes  and  maintenance  would  not  be  loaded  with 
or  would  not  involve  the  same  unit  costs  of  maintenance 
that  the  planes  that  render  the  other  type  of  service  would. 

Q.  The  combination  plane,  of  course,  you  can’t  avoid — 
A.  You  have  to  distribute  in  some  fashion;  you  don’t  know 
just  what  it  would  be. 

Q.  Then,  first  running  through  the  450  series,  you  have 
all  the  ground  services,  motorized  vehicles,  supplies,  things 
of  that  sort.  For  a  combination  service,  those  bulk  larger 
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for  40  million  ton  miles  than  the  costs  for  40  million  ton 
miles  of  freight?  A.  That  is  possible,  sir. 

•  •  •  •  • 

6987 

•  •  •  •  • 

Q.  Wouldn’t  the  cost  of  selling  40  million  ton  miles  of 
passengers,  mail,  and  freight,  be  higher  than  the  cost  of 
selling  40  million  of  just  freight?  A.  Will  you  note,  Mr. 
Meyers,  that  most  of  the  accounts  that  you  mentioned  are 
not  included  in  my  statement  here.  It  is  701  and  713,  but 
not  701  to  713.  It  is  not  inclusive. 

Q.  Well,  you  have  in  713,  Rents  of  Buildings  and  Offices. 
Will  your  buildings  and  office  expense  for  a  three-cornered 
operation  be  more  costly  than  for  a  one — ?  A.  That  one 
being  all-cargo? 

Q.  Just  freight;  that  is  right.  A.  Well,  as  an  aggregate, 
sir,  I  don’t  know  that  I  could  give  you  an  intelligent  guess 
on  that  proposition.  I  would  certainly  give  it  if  I  felt  I 
could  do  so,  but  I  don’t  know  that  I  can  make  an  intelligent 
guess  on  that. 

Now,  of  course,  it  is  true  that  as  things  are  operated 
now’  some  rather  expensive  facilities  are  maintained,  pas¬ 
senger  ticket  offices  and  things  of  that  sort,  which  are 
operational.  Here  I  am  talking,  however,  about  the  traffic 
and  the  operations ;  and  just  wffiat  actual  operations  would 
eventually  accrue  with  respect  to  that,  I  am  afraid  I  am 
not  prepared  to  say,  Mr.  Meyers. 

6988  Q.  Could  w*e  assume  that  the  operation  space  re¬ 
quirement  in  the  Washington  Airport  for  the  pas¬ 
senger  lines  is  a  more  expensive  type  of  space  than  is  re¬ 
quired  for  a  freight  operation?  A.  If  we  had  a  large 
volume  of  freight  and  a  warehouse  and  platform  to  receive 
it,  normally,  in  my  acquaintance  with  transportation,  those 
things  cost  less  to  provide  than  passenger  facilities. 
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6995 

•  •  •  •  • 

Q.  The  bus  and  truck  transportation  which  diverts  traffic 
from  the  railroad,  passengers  and  freight,  are  not  mul¬ 
tiple-service,  by  and  large?  A.  Right. 

Q.  And  they  have  grown  at  the  expense  of  the  railroad, 
haven’t  they?  A.  To  some  extent,  yes.  But  I  want  you  to 
understand  what  I  mean  by  “some  extent”.  I  think  they 
created  some  business  of  their  own. 

Q.  When  the  passenger  airlines  came  into  existence  they 
diverted  passengers  from  the  railroads,  didn’t  they?  A. 
Yes,  sir,  some  traffic  at  least. 

Q.  And  when  the  pipelines  were  built,  which  carry  just 
a  single  commodity,  they  diverted  traffic  from  the  railroads, 
didn’t  they?  A.  I  think  they  diverted  some  traffic  from  the 
railroads,  not  as  much  as  in  the  other  cases,  but  they 
diverted  some. 

Q.  Evervtime  we  have  had  an  industry  grow  up  in  this 
country  which  was  not  a  multiple-service  industry  it  has 
been  competitive  to  its  advantage  and  to  the  disadvantage 
of  the  multiple-service  industry,  which  is  the  railroad, 
hasn’t  it?  A.  It  has  created  disadvantage  to  the  railroad, 
yes,  sir. 

Q.  So  that  multiple-sendee  combination  is  vul- 

6996  nerable  for  attack?  A.  In  certain  areas  of  opera¬ 
tions  it  is  vulnerable,  sir. 

Q.  Consequently,  if  they  are  interested  in  building  a 
strong  air  cargo  industry,  wouldn’t  it  be  the  witness’  policy 
to  make  it  invulnerable  by  not  loading  it  with  the  multiple- 
service  disadvantages  which  the  railroad  has  suffered? 
A.  This  comes  back  again,  sir,  to  a  question  of  policy  here, 
which  on  three  other  occasions  I  have  said  that  I  should 
not  answer. 

Q.  I  am  talking  about  the  economics  of  it.  A.  You  are, 
but  it  is  an  issue  here,  and  decision  of  economics,  and  the 
risks  which  the  Board  itself  has  to  make,  and  I  do  not 
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think  that  I  am  the  one  here  to  tell  the  Board  what  their 
policy  ought  to  be. 

I  pointed  out  the  consequences  and  that  is  the  basic 
aspect  of  my  testimony. 

Q.  If  you  were  to  become  an  operator  of  an  airline  in¬ 
terested  in  carrying  cargo,  and  you  were  interested  in 
making  it  as  economic  and  as  vulnerable  from  attack  and 
from  competitive  forces  of  other  transportation  agencies, 
would  you  want  a  multiple-service  carrier,  or  would  you 
want  a  property-only  carrier?  A.  At  the  present  time,  I 
would  rather  put  my  money  in  the  multiple-service  operator. 

*  •  •  •  * 

6999 

•  •  •  •  • 

Q.  Let’s  get  at  it  this  way:  If  the  applicants  in 

7000  this  case  concede  that  short  hauls  of  freight  by  air  do 
not  provide  a  service  which  can  compete  with  com¬ 
parable  service  by  surface  transportation,  on  the  short 
haul,  but  do  find  that  there  is  a  service  that  can  be  per¬ 
formed  on  the  long  haul  basis,  for  shippers  not  now  ship¬ 
ping  by  air,  would  you  say  that  it  would  be  uneconomic  to 
permit  that  type  of  operation? 

•  •  •  •  • 

The  Witness:  I  think  the  answer  I  shall  have  to  give, 
Mr.,  Meyers,  on  that,  is  that  the  burden  of  my  argument 
under  that  third  hypothesis  relates  to  an  organization  of 
transportation  which  will  permit  the  extension  of  it  to 
other  points  than  simply  those  which  contribute  the  heavy 
volumes  of  business.  It  seems  to  me  that  the  public  interest 
and  the  shipping  interest  which  are  sometimes  identified, 
both  involve  that  type  of  an  organization,  and  -would  be 
benefited  by  it 

7001  In  fact,  that  is  substantially,  I  suppose  what  was 
involved  in  the  statement  of  the  Second  Assistant 
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Postmaster  General  here  yesterday.  That  the  object  of  the 
Post  Office  Department  is  to  extend  it  as  rapidly  as  pos¬ 
sible,  and  with  the  emphasis  upon  a  public  interest  point 
of  view  and  the  shippers’  aspect  of  that  public  interest  of 
view,  my  answer  will  have  to  be  that  it  would  depend 
upon  how  that  would  affect  the  capacity  of  the  entire  air 
transport  system  to  extend  itself  to  accommodate  the 
greatest  good  of  the  greatest  number  that  is  possible  in 
the  state  of  the  development  of  air  transport. 

Therefore,  I  am  not  able  honestly  to  answer  your  ques¬ 
tion  “yes”  or  “no”,  and  I  must  answer  it  in  the  terms  that 
I  have  given.  I  don’t  know  any  more  honest  answer  to  it, 
sir. 

•  •  •  •  • 

Q.  That  application,  Dr.  Sorrell,  showed  that  if  its  fig¬ 
ures  are  correct,  a  large,  substantial  common  carrier 
business  in  air  freight  by  property-only  carriers,  can  be 
maintained  at  13  cents  a  ton  mile  level  for  large  bulk 
volumes,  whereas  other  evidence  in  this  record  shows  that 
the  combination  operations  of  certificated  carriers  can 
furnish  a  service  for  smaller  package  shipments 
7002  at  a  substantially  higher  rate,  around  23  or  26  cents 
a  ton  mile. 

Would  it  be  fair  to  say  that  the  common  carriage  of 
bulk  volume  at  that  low  level  of  rates  is  not  on  the  same 
plane  of  competition  with  the  small  package  carriage  at 
higher  rates  which  provides  a  different  type  of  service? 

Mr.  Reilly:  One  moment.  Mr.  Meyers,  can  you  refresh 
the  recollection  of  the  witness  as  to  the  types  of  equip¬ 
ment  going  to  be  used  by  Flying  Tigers  at  the  13-cent  rate, 
and  the  type  of  equipment  that  you  refer  to  that  the 
certificated  carriers  are  charging  av  average  rate  of  23 
cents  for? 

Mr.  Meyers:  Yes.  The  Flying  Tigers  are  using  a  fleet 
of  C-47’s  and  C-54’s.  The  certificated  airlines  are  likewise 
using  composite  fleets  of  C-47’s  and  C-54’s. 
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Mr,.  Reilly:  And  your  13-cent  rate  was  based  on? 

Mr.  Meyers:  The  composite  fleet. 

By  Mr.  Meyers: 

Q.  The  services  furnished  are  quite  different,  one  as 
a  bulk  service  for  long  haul,  and  the  other  as  a  small  lot 
delivery  system.  But  say  those  were  operating  on  different 
planes  of  competition?  A.  The  only  thing  I  could  say 
about  that  is  that  they  were  operating  different  classes 
of  service,  and  perhaps  carrying  different  commodities, 
though  that  is  not  necessarily  the  case,  they  might  be 
carrying  some  of  the  same  commodities,  but  certainly 
operating  different  classes  of  service  under  a  situation  that 
would  produce,  T  would  guess,  differences  in  costs. 
7003  1  Whether  that  means  operating  on  different  planes 
of  competition,  the  term,  I  must  say,  is  one  I  don’t 
use,  and  I  am  not  quite  familiar  with  its  full  connotation, 
but  we  could  say  very  clearly  that  it  is  a  different  class  of 
service,  all  right. 

•  •  •  •  • 

7006 

•  •  •  •  • 

Q.  If  mail  were  confined  to  passenger-mail-and-prop- 
ertv  planes,  with  the  emphasis  on  passengers,  and  cargo, 
which  is  more  susceptible  to  business  cycles  were  carried 
by  air  cargo  operators  not  receiving  mail  pay,  in  business 
depressions  wouldn’t  the  mail  pay  have  to  be  less  if  it 
only  had  to  complement  passenger  traffic,  than  if  it  only  had 
also  to  complement  freight?  A.  If  that  policy  were  con¬ 
tinued.  But  I  am  not  a  subsidy  man. 

I  am  against  the  policy,  sir. 
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7011 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Zapple: 

Q.  Doctor,  would  you  say  that  the  competition  between 
the  non  scheduled  all-cargo  carrier  and  the  certificated 
carrier  during  the  past  six  to  eight  months  had  a  destruc¬ 
tive  effect  on  the  economy  of  the  certificated  carrier?  A. 
I  could  not  testify  to  that  effect,  sir.  To  be  honest,  I  do 
not  know  that  I  could  state  exactly  what  the  effect 

7012  will  be.  I  am  not  in  these  last  six  months  as  con¬ 
versant  with  the  traffic  of  the  certificated  carriers  as 

I  wish  the  data  would  permit  me  to  be. 

But  they  do  not  come  in  fast  enough,  and  therefore,  I 
do  not  believe  that  I  can  give  a  matured  answer  to  that 
question,  sir. 

•  •  •  •  • 

7014 

•  •  •  •  • 

Q.  Would  you  say  that  the  competition  between  the  non 
scheduled  all-cargo  carrier  and  the  certificated  carrier 
during  the  past  six  to  eight  months  had  a  destructive 
effect,  economically  speaking,  on  the  sound  development 
of  the  air  transportation  system?  A.  I  am  not  prepared 
to  say  that  it  has,  nor  to  state  the  degree  to  which  it  may 
have  done  so  with  respect  to  certain  carriers. 

I  simply  have  not  been  in  possession  of  data  at  any 
time  here  that  would  permit  me  to  make  a  definitive  study 
of  what,  if  any,  effect  it  has  had. 

May  I  point  out,  sir,  that  the  bulk  of  my  testimony 
here  has  pertained  more  to  the  long  range  policy,  what 
might  prevail  in  case  a  certain  pattern  of  development 
should  be  in  place  over  a  series  of  years,  and  I  have  not 
definitely  ascertained,  and  I  do  not  know  from  any  avail- 
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able  data  now,  definitely,  bow  to  ascertain  just  what 
7015  that  may  have  been  in  the  last  six  to  eight  months. 

You  will  recall,  sir,  that  we  have  not  had  very 
much  information  about  the  non-scheduled  operators. 
And  some  of  the  information  about  our  own  operations 
is  not  up  to  date,  either. 

•  •  •  •  • 

Q.  Assuming  that  the  public  benefited  from  this  com¬ 
petition,  w’ould  you,  as  an  expert,  recommend  the  con¬ 
tinuation  of  such  competition? 

•  •  •  •  • 

7017 

•  •  •  •  • 

The  Witness:  Not  simply  because  certain  portions  of 
the  public  benefited  from  that  competition.  Not  just  on 
that  account  alone. 

#  •  •  •  * 

7019 

•  *  •  •  • 

Q.  Would  you  say  that  the  mere  availability  of  cargo 
was  sufficient  to  attract  air  freight  potential? 

•  •  •  •  • 

A.  Then  to  make  sure  we  have  a  meeting  of  minds,  I 
understand  your  question  to  mean:  Does  the  existence 
of  capacity  or  excess  capacity  insure  the  development  of 
cargo? 

Q.  That  is  correct.  A.  The  answer  is,  it  does 

7020  not,  in  airplanes,  railroads,  or  anywhere  else. 

Q.  Would  I  be  correct  in  stating  that  a  large 
portion  of  our  air  freight  potential  has  and  will  be  de¬ 
veloped  by  devising  new  methods  for  transporting  certain 
commodities,  articles,  and  products,  such  as  the  develop¬ 
ment  of  racks  for  the  transportation  of  garments,  and 
prepackaging  of  certain  foods?  A.  I  think,  Mr.  Zap- 
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pie,  that  any  improvement  in  methods  of  conveyance,  any¬ 
thing  that  contributes  to  the  reduction  in  handling  costs, 
by  whomsoever  employed,  and  howsoever  devised,  is  likely 
to  have  an  influence  in  developing  transportation  demand. 

That  answer  is  made,  however,  without  attempting  to 
assess  the  importance  of  packaging  and  the  importance  of 
racks.  1  have  had  very  considerable  familiarity  with  the 
development  of  those  methods  long  before  air  transport 
came  into  the  picture. 

And  it  is  a  very  difficult  thing  to  say,  specifically,  how 
much  of  a  contributing  factor  they  are. 

I  will  give  you  one  illustration,  however,  from  the  past 
that  will  show  that  you  can’t  depend  too  much  upon  that. 

I  recall  that  the  Evans  tie-down  device  manufacturer 
produced  a  device  that  has  been  used  in  the  automobile 
field,  or  was  used  in  the  automobile  field,  for  transporting 
automobiles  and  it  was  a  very  useful  device,  too. 

But  that  did  not  retain  automobile  traffic  for  the  rail¬ 
roads.  Ultimately  it  went  to  the  highway  because  there 
were  better  methods  of  transporting. 

7021  So  packaging,  yes,  it  is  an  important  factor  in 
all  modes  of  transport,  but  we  have  to  be  very 
careful,  I  am  sure,  as  to  the  importance  that  we  assign 
to  that  factor  alone  in  the  development  of  a  cargo  field 
anywhere. 

Q.  Is  not  your  stand  in  opposing  the  applicants  in  this 
case  in  effect,  if  the  applicants  are  denied,  creating  a 
monopoly  only  for  the  certificated  carriers,  and  tanta¬ 
mount  to  a  request  to  exclusively  develop  air  freight 
potentials  on  the  conditions  that  the  existing  carriers  see 
fit? 

•  •  •  •  • 

7023 

•  •  •  •  • 

Q.  I  will  make  the  question  more  specific. 

Assuming  that  the  certificate  is  issued  for  a  period  of 
only  three  years,  would  the  issuance  of  that  certificate 
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affect,  adversely  affect  the  sound  development  of  the  air 
transportation  system?  A.  I  cannot  answer  that  affirma¬ 
tively  or  negatively.  I  would  do  so  if  I  could,  honestly, 
but  I  cannot  do  so.  I  do  not  know,  sir. 

•  •  •  •  * 

7026 

•  •  •  •  • 

Q.  Mr.  Beitel  also  asked  you  if,  in  order  to  sustain  the 
answer  which  you  gave  to  my  first  hypothetical  question, 
you  would  add  the  assumption  that  the  volume  of  property 
traffic  handled  by  the  property-only  carrier  equalled  that 
of  the  property  traffic  handled  by  the  multiple  service 
carrier,  and  I  believe  you  answered  to  the  effect  that  you 
would  accept  the  additional  assumption. 

Now,  in  order  to  sustain  the  validity  of  your  answer 
to  that  first  hypothesis,  is  it  necessary  that  we  add  the 
assumption  that  the  volume  of  property  traffic  handled 
by  the  two  carriers  is  equal?  A.  With  respect  to  the 
first  hypothetical,  it  is  not  essential  to  it,  and  as  I  an¬ 
swered  the  question  this  morning  under  direct  examina¬ 
tion,  I  think  I  did  not  assume  that  they  were  equal,  and 
1  did  assume  the  continuance  for  the  time  being,  at  least, 
of  the  present  method  of  distributing  costs. 

Sometimes  one  gets  caught  between  the  terms  of  the 
assumptions  of  the  first  and  second  hypothetical,  and  it 
wasn’t  altogether  clear  to  me  just  precisely  which  one 
we  had  in  mind  as  we  moved  along  in  that  cross-examina¬ 
tion. 

•  •  •  •  • 

7030 

•  •  •  •  • 

By  Mr.  Beitel: 

Q.  Dr.  Sorrell,  with  reference  to  the  first  hypothetical 
question,  when  you  assumed  these  companies  would  oper¬ 
ate  the  same  size  but  do  not  necessarily  carry  the  same 
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volume  of  freight,  do  you  assume  that  they  operate  the 
same  number  of  schedules!  A.  I  did  not  make  an  as¬ 
sumption  about  that,  the  number  of  schedules.  That  might 
have  some  effect  upon  the  way  the  service  was  developed. 
But  I  do  not  recall  that  I  specifically  assumed  how  the 
number  of  schedules  would  operate,  sir. 

•  •  •  •  • 

9948 

Harry  R.  Playford— Docket  730 

•  i  •  •  • 

Direct  Examination 

9949  By  Mr.  Beitel: 

Q.  Will  you  state  your  name,  please!  A.  Harry  R. 
Playford. 

•  •  •  •  • 

9950 

•  •  •  •  • 

Q.  Mr.  Playford,  have  you,  as  president  of  U.  S.  Air¬ 
lines,  investigated  the  various  types  of  new  aircraft  which 
are  being  developed  and  which  might  be  useful  in  the 
transportation  of  air  freight!  A.  Yes,  we  have  become 
quite  interested  in  the  Packet,  the  Fairchild  C-82,  and 
have  also  investigated  the  Martin  202.  We  find  them  both 
offering  a  rather  satisfactory  type. 

Q.  Have  you  made  any  comparisons  as  to  the  over-all 
cost  of  operating  these  various  types  of  equipment  over 
this  route  between  Boston  and  New  Orleans!  A.  Yes, 
we  have.  Do  you  want  the  comparative  figures! 

9951  Q.  If  you  w’ould  give  them  for  the  record  on  a 
per  mile  basis,  over-all  per  mile  basis,  I  think  it 

would  be  helpful,  as  to  revenue  and  expenses.  A.  Well, 
we  worked  up  the  figures  on  the  Packet.  The  revenue 
based  on  the  figures  that  were  able  to  get  through  the  fac¬ 
tory,  revenue  figures  were  98.57. 

Q.  Is  that  cents  per  mile!  A.  Yes.  And  the  total  cost 
figure  of  77.19,  showing  a  profit  of  21.38  against  the  figure 
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of  the  Martin  202,  which  give  a  revenue  of  108.43,  total 
cost  of  70.34,  showing  a  profit  of  38.09. 

Q.  All  of  those  figures  are  on  the  basis  of  cents  per  air¬ 
plane  revenue  mile,  is  that  right?  A.  That  is  right. 

#  #  *  •  # 

Cross  Examination 

By  Mr.  Verner: 

•  •  •  •  # 


9954 

•  •  •  •  • 

Q.  It  is  true,  isn’t  it,  that  your  company  has  operated 
at  a  loss  which  is  considerably  greater  than  the  gross 
revenue,  that  you  have  depicted  here?  A.  It  has  oper¬ 
ated  at  a  loss,  because  of  the  expenses  incurred  in  the 
expansion  of  the  thing. 

•  •  •  •  • 

9955 

•  •  •  •  • 

Qj  Let  me  ask  you  this  question:  Would  you  expect 
the  Board  to  certificate  you  by  naming  specific  points  in 
the  certificate  of  public  convenience  and  necessity?  A. 
Well,  our  thought  is,  of  course,  the  area  and  not  the  spe¬ 
cific  points,  even  within  the  area. 

Q.  If  your  thought  is  as  to  the  area  and  not  as 

9956  to  specific  points,  what  would  be  your  idea  on  a 
test  as  to  whether  you  are,  or  would  be  rendering 

adequate  service  to  any  particular  community  in  that 
area?  A.  Our  thinking  has  been,  of  course,  within  the 
area,  when  I  said  not  any  specific  point  There  are  always 
two  or  more,  possibly  major  points,  in  each  area  that 
could  be  designated  as  specific  points,  but  we  do  have  to 
have  a  flexibility  of  reaching  out  into  the  adjoining,  or  in 
the  adjoining  territory  of  the  particular  area,  to  pick 
up  this  freight,  and  also  to  deliver  it. 
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Q.  It  is  obviously  absurd,  I  suppose,  to  conceive  of  a 
certificate  which  would  require  you  to  render  a  scheduled 
service  to  every  point  incorporated  or  unincorporated 
point  in  a  hundred-mile  path  between  Boston  and  New 
Orleans,  isn’t  it?  A.  Oh,  of  course. 

Q.  That  is  not  what  you  contemplate?  A.  I  gather 
what  you  are  trying  to  say  it  that  to  designate  every 
point  within  that  area? 

Q.  That  is  right.  A.  Every  city? 

Q.  That  is  right.  A.  Well,  it  would  not  be  necessary 
to  go  into  every  city,  because  there  are  some  days  that 
you  don’t  have  any  cargo  in  that  particular  city. 

Q.  You  are  not  contending  that  it  is  necessary  to  go 
into  every  city,  are  you?  A.  Well,  at  the  present  time, 
it  is  not. 

You  will  find  that  most  generally,  it  is  necessary 
9957  to  go  into  the  major  points  of  every  area. 

•  «  #  •  • 

9960 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Bates: 

•  •  •  •  * 

9961 

•  •  •  •  • 

Q.  That  is  true.  Then  down  at  the  end  of  that  para¬ 

graph,  as  you  know,  the  formation  of  a  new  company 
always  involves  considerable  non-recurring  expense.  That 
is  one  expense  that  possibly  a  certificated  carrier  would 
not  have;  as  a  matter  of  fact  to  that  extent,  PCA  or  one 
of  the  other  certificated  carriers  would  have  something 
of  an  advantage  over  U.  S.  in  that  respect,  would  it  not? 
A.  Well,  if  the  Board  saw  fit  to  define  that  the  present 
certificated  carriers  are  privileged  to  carry  freight,  it 
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would  be  possible,  of  course,  to  take  advantage  of  an  or¬ 
ganization  that  is  already  set  up,  but  we  don’t  feel  that 
the  present  certificated  lines  are  certificated  to  carry 
freight 

•  •  •  •  • 

9963: 

•  i  •  i  • 

Cross  Examination 

By  Mr.  Bussell: 

•  •  •  •  • 


9977 

•  •  •  •  • 

Q.  You  say  that  you  already  have  ordered  packets. 
What  type  or  order  do  you  have  for  packets?  A.  Well, 
I  guess  we  are  all  aware  of  the  fact  that  it  is  just  verbal, 
because  I  think  there  have  been  other  people  who  have 
been  talking  Fairchild,  and  we  all  know  that  they  are 
now  working  on  a  government  military  order,  and  they 
informed  us  that  they  were  not  able  to  enter  into  any 
contract  with  reference  to  the  order  of  new  ships,  but 
if  and  when  Fairchild  was  able  to  make  deliveries  of 
commercial  ships,  that  we  would  have  a  high  priority 
with  them.  We  work  very  closely  with  Fairchild. 

Mr.  Bussell:  Is  this  Exhibit  2,  Mr.  Beitel? 

Mr.  Beitel:  Yes. 

By  Mr.  Bussell : 

Q.  I  would  like  to  ask  one  question  in  regard  to  your 
idea  of  a  scheduled  service  between  the  areas. 

Is  the  authority  you  are  seeking  essentially  this,  that 
you  desire  to  be  certificated  in  this  proceeding  to  operate 
one  or  more  round  trip  schedules  daily  between  any  point 
in  the  area  which  you  have  designated  as  the  Louisiana 
area,  and  any  point  in  the  area  which  you  have  designated 
as  the  Northeast  area?  Is  that  the  authority  you  want? 
A.  Yes. 
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Q.  And  you  would  desire  a  certificate  which  would  read, 
which  would  give  you  authorization  to  carry  prop- 
9978  erty  only  between  the  northeast  area  here  defined, 
and  the  Louisiana  area  as  here  defined  on  a  sched¬ 
uled  common  carrier  basis.  A.  We  would  be  very  happy 
with  that  certificate  but  we  would  also  be  happier  if  the 
Board  saw  fit  to  give  us  a  mail  contract,  which  we  could 
carry  of  course  at  the  prevailing  rate,  which  we  charge 
other  shippers. 

Q.  And  just  one  further  question.  I  would  like  to  have 
vour  opinion  as  the  president  of  the  company,  if  you  are 
unable  to  tell  me  how  many  shipments  you  have  lost  by 
reason  of  the  fact  that  you  have  a  contract  operation  as 
opposed  to  a  common  carrier  operation,  which  you  seek, 
why  is  it  that  you  feel  that  it  would  be  better  for  your  busi¬ 
ness  to  have  a  certificate  authorizing  common  carrier  oper¬ 
ations,  rather  than  to  proceed  along  the  lines  of  vour 
present  operations?  What  is  your  feeling  on  that?  A. 
Well,  my  personal  feeling  is  that  if  we  were  entitled  to 
the  privileges  of  an  ordinary  business,  and  that  is  to 
advertise  and  solicit  in  a  clean  manner,  and  to  compete 
with  each  of  the  other  carriers  that  are  in  the  business, 
and  I  am  not  referring  to  the  certificated  carriers,  that 
we  could  generate  enough  business  to  make  a  fair  margin 
of  profit  in  it. 

Q.  At  the  present  time  you  do  advertise  and  solicit, 
but  solely  for  the  purpose  of  securing  contractural  ar¬ 
rangements  with  shippers,  is  that  correct?  A.  We  don’t 
advertise  at  alL 

Q.  You  merely  solicit?  A.  We  solicit,  and  that  is  very 
limited. 
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10001 

•  •  •  »  * 

Cross  Examination 

By  Mr.  Lyon: 

•  *  •  •  • 


10007 

•  •  •  •  • 

Q.  You  have  had  experience  both  with  non-scheduled 
operations  and  in  scheduled  operations,  as  a  contract 
carrier?  Has  it  been  your  experience,  Mr.  Playford,  that 
you  are  losing  more  money,  as  a  contract  scheduled  oper¬ 
ator  than  you  did  as  a  non-scheduled  charter  operator? 
A.  Yes,  but  we  also  find  that  it  is  very  desirable  to  have 
a  schedule  for  the  contracts  that  we  do  service,  for  the 
reason  that  we  are  attempting  to  become  a  common  car¬ 
rier,  so  that  we  can  go  out  publicly  and  solicit  the  business 
that  we  do  not  feel  we  can  at  the  present  time. 

Q.  You  mean  desirable  for  the  company  or  for  the 
shipper?  A.  Desirable  for  both.  For  instance,  as  an  ex¬ 
ample,  for  the  shipper,  we  had  to  run  on  schedule  for 
the  flower  growers. 

Q.  Well,  if  you  get  the  certificate  that  you  are  applying 
for  in  this  case  how  would  you  propose  to  issue  schedules 
so  that  the  public,  the  general  public  could  tell 

10008  just  where  you  would  propose  to  go?  Do  you  have 
any  plans  along  that  line?  A.  Well,  we  intend  to 

specify  major  points  in  each  area,  of  course. 

Q.  Well,  would  you  offer  schedules  to  only  certain 
cities  in  each  area,  or  would  you  offer  schedules  offering 
service  to  any  point  any  shipper  wanted  to  go?  A.  I 
think  we  would  do  both,  as  we  feel  about  it  at  the  present 
time.  We  would  have  specific  major  points  in  each  area 
that  we  would  probably  serve  on  a  definite  schedule,  and 
the  balance  of  them  would  be  more  or  less  on  the  basis 
of  a  flag  stop. 
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Q.  I  notice  that  in  your  estimates  in  this  case,  you  esti¬ 
mated  that  a  loss  of  about  $24,000  a  year,  even  after  you 
are  certificated.  Is  that  just  for  the  initial  year  or  did 
you  anticipate  that  you  would  get  on  a  self-sustaining 
basis?  A.  I  think  that  was  based  on  the  present  equip¬ 
ment  that  we  have. 

Q.  And  it  was  not  based  on  the  Fairchild  Packet  that 
you  are  planning  to  get?  A.  No. 

Q.  And  you  have  not  made  any  estimate  as  to  what  you 
could  do  with  them?  A.  I  think  we  have  estimates  that 
Mr.  Bash  will  be  able  to  furnish. 


Redirect  Examination 

10009  By  Mr.  Beitel: 

•  •  *  •  • 

Q.  Will  you  please  state  whether  or  not  you,  U.  S.  Air¬ 
lines,  is  willing  to  accept  a  certificate  which  names  defi¬ 
nite  points  to  be  served?  A.  Yes,  we  would. 


10073 


D.  6.  Bash 


•  •  •  •  • 

Direct  Examination 
10074  By  Mr.  Beitel: 

Q.  State  your  name,  please.  A.  D.  G.  Bash. 

•  •  •  •  • 

Q.  Exhibit  U.  S.-6  shows  that  U.  S.  Airlines  has  in  its 
employ  69  persons.  Does  this  exhibit  include  pilots  and 
mechanics?  A.  It  does  not.  In  addition  to  the  69  em¬ 
ployees  shown  in  this  exhibit,  the  company  employs  52 
pilots  and  18  mechanics. 

We  have  also  found  it  necessary  to  employ  additional 
personnel  since  this  exhibit  was  prepared,  and  at  the 
present  time,  there  are  262  employees  on  the  payroll  of 
U.  S.  Airlines,  Inc, 
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Qj  Is  that  number  of  employees  limited  to  those  en¬ 
gaged  in  the  cargo  operation,  or  does  it  include  those  in 
the  fixed  base  operation!  A.  Limited  to  those 

10075  engaged  in  the  cargo  operation.  There  are  57 
other  employees  engaged  in  the  fixed  base  opera¬ 
tion. 

Qi  Mr.  Bash,  some  questions  have  been  directed  to  the 
estimates  which  are  contained  in  Exhibit  U.  S.-40,  upon 
the  basis  of  one  round  trip  per  day  with  Douglas  DC-3 
equipment. 

If  an  extra  round  trip  per  day  were  operated  over  this 
new  route  between  New  York  and  New  Orleans,  would 
that  operation  have  an  effect  upon  the  revenues  and  ex¬ 
penses  you  have  estimated?  A.  It  would. 

Q.  What  effect  would  it  have  on  the  revenues?  A.  If 
we  assumed  75  per  cent  load  factor  would  be  maintained 
on  both  schedules,  then  we  could  double  the  indicated 
revenue,  $431,425,  which  would  result  in  a  freight  revenue 
of  $862,850. 

Q.  Would  the  direct  flying  expenses  be  affected?  A. 
Direct  flying  expense  would  also  be  doubled. 

In  other  words,  the  total  of  $232,023  of  direct  operating 
expense,  as  it  appears  about  three-fourths  of  the  way 
down  the  page  on  the  right  hand  column,  that  figure  would 
become  $462,046. 

Q:  Would  the  indirect  operating  expenses  be  affected? 
A.  Yes.  Indirect  operating  expenses  would  be  affected 
but  they  would  not  be  doubled.  However,  if  we  used  the 
same  method  of  allocating  overhead  expenses  to  this  pro¬ 
posed  operation  of  ours  as  we  have  used  in  the  estimate 
here  of  allocating  our  total  expenses  to  the  proposed 
operation,  we  should  then  increase  the  indirect 

10076  expenses  by  50  per  cent  and  the  total  indirect 
expense  then  would  become,  instead  of  223,144,  it 

would  become  $334,716,  resulting  in  a  total  over-all  ex¬ 
pense  for  operating  the  two  round  trip  schedules  daily  of 
$798,762. 
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This  would  result  in  a  net  revenue  from  operations  of 
$64,088. 

Q.  Mr.  Bash,  I  note  that  the  total  operating  expenses 
on  a  per  revenue  mile  basis  which  you  estimate  in  Exhibit 
U.  S.  40  are  lower  than  the  actual  experience  from  opera¬ 
tion  for  the  months  set  forth  in  Exhibit  U.  S.  23. 

What  is  the  reason  for  the  decrease!  A.  That  is  cor¬ 
rect.  The  estimate  is  less  than  our  present  operating 
costs  per  mile,  but  that  would  be  due  to  the  fact  that  with 
our  proposed  operation,  that  it  would  increase  the  daily 
service,  and  the  amount  of  overhead  or  indirect  expense 
per  mile  would  be  reduced. 

In  addition,  we  have  not  in  the  past  worked  out  com¬ 
plete  arrangements  so  that  we  could  take  advantage  of 
quantity  discounts  in  the  purchase  of  gasoline. 

We  are  now  working  on  these  arrangements,  and  the 
cost  of  gasoline  has  been  estimated  so  as  to  give  effect  to 
our  negotiations. 

Q.  Since  the  exhibits  were  prepared,  has  there  been  a 
change  in  the  stock  ownership  of  U.  S.  Airlines?  A.  Yes, 
sir. 

Q.  Have  you  examined  the  records  of  stockholders  as 
of  June  30?  A.  Yes,  sir. 

10077  Q.  On  the  basis  of  that  examination,  are  all  of 
the  outstanding  shares  of  common  stock  shown  to 
be  registered  in  the  names  of  persons  whose  addresses 
are  in  the  U.  S.  A.?  A.  That  is  correct. 

Q.  Has  the  corporate  charter  been  amended  since  these 
were  prepared,  these  exhibits?  A.  Yes,  it  has. 

Q.  Can  you  state  the  effect  of  that  amendment?  A.  At 
the  time  these  exhibits  were  prepared,  we  were  capitalized 
at  1,000  shares  of  no  par  value  stock. 

We  had  assigned  a  stated  value  of  $1,000  per  share  to 
this  stock,  resulting  in  a  total  of  $600,000  capital  stock 
outstanding. 
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However,  with  our  new  financing,  we  recapitalized,  and 
we  recapitalized  at  2,500,000  shares  of  common  stock  at 
$1.00  par  value. 

•  •  •  •  • 

10078 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Russell: 

•  #  *  *  # 


10081 

•  •  •  *  • 

Now,  how  much  do  you  pay  these  pilots?  Look  at  page 
12  of  U.  S.  7. 

This  fellow  here  holds  an  Army  green  card.  Mr.  Fluery. 
How  much  do  you  pay  him?  A.  Well,  we  pay  him  $133 
a  month  base  pay. 

Q.  Is  he  a  captain,  or — 

Mr.  Beitel:  Let  him  finish  his  answer. 

The  Witness :  He  is  a  captain. 

Mr.  Russell:  Excuse  me. 

By  Mr.  Russell : 

Q.  He  is  what?  A.  We  pay  him  $133  a  month  base  pay 
and  $4.50  an  hour  and  $6.90  for  night  flying. 

Q.  That  is  a  captain?  A.  That  is  a  captain. 
10082  Q.  Do  all  captains  get  paid  on  that  pay  scale? 
A.  Yes,  sir. 

Q.  What  do  pilots  make?  A.  Co-pilots? 

Q.  Yes,  that’s  right.  A.  I  couldn’t  tell  you  specifically. 
I  expect  around  $220  a  month  as  a  minimum. 

Q.  All  your  pilots  make  that  $220  a  month  minimum? 
A.  That  is  co-pilots. 

Q.  How  much  flying  time  do  you  guarantee  your  cap¬ 
tains?  A.  We  don’t  guarantee  them  any  maximums,  mini- 


mums. 
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10090 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Lyon: 

•  ••it 

10091  Q.  And  at  the  present  time  there  is  an  author¬ 
ized  capital  of  $2,500,000,  is  that  correct?  A.  That 

is  correct. 

Q.  How  much  of  that  is  actually  issued  and  outstanding? 
A.  $1,500,000. 

Q.  And  how  much  of  that  was  sold  to  the  general  public? 
A.  $900,000. 

Q.  Is  that  widely  held  among  the  public?  A.  Yes,  it  is. 

#  •  •  •  • 

10092 

•  #  •  •  • 

Q.  In  answer  to  Mr.  Russell,  you  stated  that  your  com¬ 
pany  was  on  a  permanent  basis.  There  is  no  question,  is 
there,  that  you  have  been  losing  money  at  the  rate  of  nearly 
$50,000  a  month  since  you  have  been  actually  operating? 
A.  That  is  right. 

Q.  As  a  practical  matter,  you  can’t  continue  that  in¬ 
definitely,  can  you?  A.  That  is  correct. 

•  •  •  •  • 

10093 

•  •  •  •  • 

Further  Cross  Examination 
By  Mr.  Lyon : 

Q.  The  Exhibit  U.  S.  40  covers  the  first  year  of  your 
proposed  operation,  does  it  not,  Mr.  Bash,  in  estimates? 
A.  Say  that  again. 

Q.  U.  S.  40,  is  that  your  first  year  of  proposed  opera¬ 
tion?  A.  That  is  correct. 

Q.  WithC-47s?  A.  Yes,  sir. 
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Q.  And  that  shows  that  the  operation  would  be  continued 
at  a  loss,  does  it  not!  A.  Yes,  it  does. 

Q.  Do  you  have  any  reason  to  anticipate  that  that  con¬ 
dition  will  be  changed  in  subsequent  years  with  the  C-47? 
A.  Well,  as  reported  out  to  you  in  direct  testimony,  we 
showed  that  if  we  should  increase  these  schedules,  double 
the  schedules,  that  we  propose  here,  that  it  would 

10094  result  in  a  profit  provided,  of  course,  we  could  main¬ 
tain  a  75  per  cent  load  factor. 

Q.  And  that  is  even  with  the  C-47?  A.  Yes. 

Q.  And  when  you  get  the  Fairchild  packet  you  anticipate 
a  profit?  A.  That  is  correct. 

•  *  •  *  • 

10095 

•  •  •  •  • 

Harry  R.  Playford 

a  witness  for  and  on  behalf  of  U.  S.  Airlines,  having  been 
previously  duly  sworn,  testified  as  follows : 

Direct  Examination 

•  •  #  #  * 

By  Mr.  Beitel: 

Q.  Mr.  Playford,  as  President  of  U.  S.  Airlines,  Inc., 
in  the  event  it  becomes  necessary,  will  you  support  the 
company  out  of  your  own  private  means  ?  A.  I  have  cer¬ 
tainly  indicated  in  the  past  that  I  have.  I  have  to  the  point 
of  where  it  has  hurt,  and  there  is  no  indication  why  I 
should  change  my  attitude  about  it. 

10096  I  am  more  enthusiastic  now  than  I  ever  was. 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Vemer: 

Q.  I  would  like  to  ask  how  long  you  will  continue  to  lose 
money  at  the  rate  of  $50,000  a  month.  A.  I  don’t  intend 
to  lose  it  very  long. 
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Q.  How  long  would  you  be  willing  to  lose  it  at  the  rate  of 
$50,000  a  month?  A.  It  depends  on  the  prospects. 

•  #  *  *  • 

10097 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Lyon : 

Q.  What  is  your  present  net  worth?  A.  My  personal? 
Q.  Yes. 

•  •  •  *  * 

The  Witness :  I  can  say  it  is  well  over  a  million. 

•  •  *  *  # 

30449 

•  •  •  *  * 

The  above-entitled  matter  came  on  for  hearing,  pursuant 
to  notice,  at  10:00  o’clock  a.  in.,  before  R.  Vernon  Rad¬ 
cliffe,  Examiner. 

•  •  •  •  • 

30460 

•  •  *  •  • 

Mr.  Lorch:  I  would  like  to  inquire  at  this  time  whether 
it  is  your  intention  to  have  an  Examiner’s  report  and  briefs 
to  the  Examiner. 

Examiner  Radcliffe :  Mr.  Lorch,  I  can  only  refer  you  on 
that  to  the  rules  of  practice.  I  have  them  here  if  you  would 
like  to  refer  to  them.  They  indicate  that  where  the  Board 
does  not  direct  that  the  record  in  any  proceeding  be  cer¬ 
tified  to  it  for  initial  decision,  the  Examiner  will  prepare 
a  report  and  recommendation.  Whether  the  Board  will 
direct  that  this  record  be  certified  to  it,  I  don’t  know  now. 
Mr.  Lorch:  Are  you  able  to  say  now  whether  you  will 
receive  briefs  from  the  parties  at  the  close  of  this 

30461  hearing? 

Examiner  Radcliffe:  No,  I  cannot  say  that  until 
the  other  aspect  of  it  is  determined.  There  would  be  no 


2694 


Excerpts  from  Testimony  Reopened  Hearing 

point  in  briefs  to  the  Examiner  if  the  Examiner  gave  no 
report. 

Mr.  Lorch:  I  would  like  to  have  the  statement  appear 
on  the  record  that  we  would  very  much  like  to  have  the 
opportunity  to  file  briefs  with  the  Examiner  and  an  Ex¬ 
aminer’s  report  issued  in  this  matter. 

Examiner  Radcliffe:  The  record  will  so  show. 

Mr.  Miller:  Mr.  Examiner,  in  that  connection  we  have  no 
desire  to  short-cut  any  proceedings  by  the  Examiner  ex¬ 
cept  in  the  interest  of  expediting  the  proceeding  and  unless 
the  Board  does  enter  an  order  certifying  the  record  di¬ 
rectly  to  the  Board  without  an  Examiner's  report  we  shall 
make  a  motion  to  that  effect. 

Examiner  Radcliffe:  May  I  suggest  that  the  proper 
action  there  is  to  file  the  motion  with  the  Board  rather 
than  at  this  hearing  with  the  Examiner. 

Mr.  Meyers:  Mr.  Examiner,  on  the  record  The  Flying 
Tigers  will  likewise  file  such  a  motion. 

Mr.  Gribbon:  Mr.  Examiner,  I  would  like  the  record  to 
show  that  American  Airlines  would  very  much  suggest  that 
there  is  a  necessity  for  an  Examiner’s  report  in  this  case 
principally  because  of  the  nature  of  the  information  sub¬ 
mitted  at  this  rehearing.  There  is  a  mass  of  statistics 
here  and  we  think  that  it  is  particularly  important  to  have 
an  opportunity  to  brief  these  statistics  to  the  Board  rather 
than  to  have  them  presented  to  them  in  the  undigested  form 
that  they  will  go  simply  through  this  record.  We  think  it 
is  even  more  important  to  have  an  Examiner’s  report  here 
than  it  may  have  been  in  usual  cases. 

30462  Examiner  Radcliffe :  I  don’t  want  to  cut  any  one 
short  here,  but  I  feel  that  this  is  a  matter  solely 
for  the  Board  to  determine,  that  motions  requesting  the 
certification  of  the  record  should  be  filed  with  them  and  if 
at  that  time  you  oppose  it,  then  you  can  submit  a  reply  to 
the  Board,  but  it  is  not  a  question  that  the  Examiners  will 
decide  so  the  positions  are.  shown  here  on  our  record  and 
I  think  that  will  be  enough  on  that  matter. 


2695 


Excerpts  from  Testimony  Reopened  Hearing 


30467 

©  C  ©  •  ♦ 

Mr.  Miller:  Mr.  Examiner,  there  are  a  few  clerical  er¬ 
rors  in  our  exhibits  that  I  would  like  to  correct  at  this  time. 

Examiner  Radcliffe:  You  may  proceed  with  those  cor¬ 
rections. 

Mr.  Miller:  Exhibit  SA-4-A,  page  SA-6.  Under  the  head¬ 
ing  “Central”  in  the  cents  per  ton  mile  column,  the  figure 
in  line  F,  27.9  should  be  changed  to  read  17.9.  In  the  same 
column,  at  the  bottom  of  the  page,  the  total  figure  17.8 
should  be  changed  to  read  15.4. 

In  the  California  column,  the  ton  miles  column,  opposite 
line  Y,  the  figure  55076  should  be  changed  to  read 

30468  65076.  The  total  in  the  same  column  should  be 
changed  from  738981  to  768981. 

In  the  next  cent  per  ton  mile  column,  the  same  line,  Y, 
the  figure  20.4  should  be  changed  to  13.2  and  the  total 
figure,  16.6,  should  be  changed  to  15.9.  In  the  grand  total 
column,  cents  per  ton  mile,  line  F,  the  figure  15.9  should 
be  changed  to  14.2.  In  the  ton  miles  column  under  grand 
total,  line  Y,  the  figure  106320  should  be  changed  to  136320 
and  the  total,  944617,  should  be  changed  to  read  974617.  In 
the  cents  per  ton  mile  column,  grand  total,  line  Y,  the 
figure  17.2  should  be  changed  to  13.4  and  the  total  figure, 
16.4,  should  be  changed  to  15.8. 

Exhibit  SA-4-C,  page  15.  The  California  column,  cents 
per  ton  mile  column  line  I,  the  figure  11.6  should  be  changed 
to  15  and  the  total  in  the  same  column  should  be  changed 
from  16.0  to  16.3.  In  the  grand  total  column,  cents  per  ton 
mile,  opposite  line  I,  the  figure  16.0  should  be  changed  to 
17.9.  Exhibit  4-D,  page  18.  The  central  column,  ton  miles, 
line  M,  the  figure  4594  should  be  changed  to  3594.  The 
cents  per  ton  mile  figure  opposite  should  be  changed  from 
11.6  to  14.8.  In  the  cents  per  ton  mile  column,  the  central 
area,  line  O,  the  figure  09.5  should  be  changed  to  19.5.  In 
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the  same  column,  line  Y,  the  figure  08.1  should  be  changed 
to  18.1.  In  the  totals,  ton  miles,  central  area  column,  the 
figure  45306  should  be  changed  to  44306  and  the  cents  per 
ton  mile  figure  from  17.3  to  17.7. 

In  the  northeast  column,  line  Y,  cents  per  ton  mile,  the 
figure  07.9  should  be  79.0,  and  the  total  figure,  07.8,  should 
be  78.0.  In  the  grand  total  column,  line  M,  the  figure 

30469  11,283  should  be  10,283.  The  cents  per  ton  mile 
figure  of  16.6  should  be  18.3  and  in  the  O  line,  the 

figure  18.3,  cents  per  ton  mile,  should  be  18.5.  In  the  totals, 
the  ton  mile  figure  at  the  bottom  of  the  page,  in  the  grand 
total  column,  should  be  changed  from  877396  to  876396. 
The  cents  per  ton  mile  figure  should  be  changed  from  16.1 
to  16.2. 

Exhibit  4-D,  page  20,  under  the  Texas  column,  cents  per 
ton  mile,  line  N  has  the  figure  03.3  which  should  be  changed 
to  33.3.  Exhibit  SA-4-D,  page  21,  the  California  column, 
cents  per  ton  mile,  items  B  and  D,  the  figure  03.4  in  each 
case  should  be  changed  to  33.4. 

Exhibit  12-C,  page  60,  the  name  of  one  director  was 
inadvertently  omitted  from  this  list.  His  name  is  included 
in  the  statement  on  the  next  page  in  the  affidavit,  but  was 
inadvertently  omitted  from  this  list  and  should  be  added. 
It  is  the  name  of  C.  F.  Uhschel,  119  East  Kings  Highway, 
San  Antonio,  Director.  I  believe  that  completes  the  con¬ 
nections,  Mr.  Examiner. 

•  •  •  *  • 

W.  R.  Lobdell 

Direct  Examination 
By  Mr.  Miller : 

Q.  What  is  your  name,  please?  A.  W.  R.  LobdeU. 

Q.  Mr.  LobdeU,  your  qualifications  are  set  forth 

30470  in  Exhibit  SA-2,  page  3!  A.  That  is  right. 

Q.  As  I  understand  it,  you  sponsor  the  detail  of 
Exhibits  SA-1  through  SA-11,  is  that  correct?  A.  Yes,  sir. 
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Q.  Were  they  prepared  by  you  or  under  your  supervi¬ 
sion  and  direction1?  A.  Yes,  sir. 

Q.  Are  they  true,  accurate  and  correct,  according  to  the 
best  of  your  knowledge,  information  and  belief?  A.  They 
are. 

#•••>» 

Cross  Examination 
By  Mr.  Gribbon: 

Q.  You  supervised  the  preparation  of  this  commodity 
flow  that  is  shown  in  the  first  exhibits;  is  that  true,  Mr. 
Lobdell?  A.  Yes,  sir. 

Q.  Was  it  prepared  from  original  waybills?  A.  It  was. 

Q.  Through  the  use  of  machines?  A.  A  combination  of 
machines  and  hand  sorting. 

Q.  Could  you  tell  us  whether  the  figure  of  ton  miles  ap¬ 
pears  on  vour  waybill,  whether  there  is  any  ton  mile  figure 
on  your  waybill?  A.  No,  no  ton  mile  figure  appears  on 
the  waybill. 

30471  Q.  Could  you  tell  us  what  figures  do  appear  on 
your  waybill?  A.  I  don't  have  a  waybill  in  front 

of  me. 

Q.  My  notion  is  to  separate  what  is  in  the  original  record 
from  what  you  have  to  compute.  A.  Of  course,  the  weight, 
from  this  record,  obviously  is  on  one  waybill. 

Q.  That  is,  the  actual  weight  of  the  shipment?  A.  That 
is  right.  Both  the  billed  and  the  actual  weight  are  shown 
on  the  waybill 

Q.  Both  the  what?  A.  Billed,  b-i-l-l-e-d. 

Q.  The  waybill  contains  two  weights,  the  one  marked 
actual  weight  and  the  other  billed  weight?  A.  Naturally 
every  bill  is  not.  Only  where  there  is  a  billed  weight  is 
it  shown. 

Q.  Wherever  your  volume  rule  applies,  the  airbill  itself 
is  marked  with  the  so-called  billed  weight?  A.  It  has  to 
be  in  order  to  figure  the  charges. 
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Q.  It  is  actually  marked  on  the  waybill?  A.  It  is. 

Q.  And  every  waybill  contains  actual  weight?  A.  Yes, 
sir. 

Q.  Could  you  go  on  then  and  tell  us  what  other  figures 
are1  on  the  waybill?  A.  Pertaining  to  this  exhibit,  the 
only  pertinent  item  is  the  revenue  or  the  charges. 

Q.  That  is  the  charge  for  the  line-haul?  A.  That  is 
right. 

Q.  Is  the  charge  for  pick-up  and  delivery  on  the 
30472  waybill?  A.  It  is  shown  on  the  waybill,  but  not 
included  on  this  exhibit. 

Q.  Is  the  valuation  charge  on  the  waybill?  A.  Yes,  sir. 

Q.  Any  c.  o.  d.  charge  on  the  waybill  ?  A.  C.  o.  d.  charges 
if  applicable  are  on  the  waybill. 

Q.  Pick-up  and  delivery,  you  say,  is  on  the  waybill? 
I  don't  think  I  understood  you.  A.  Yes,  sir,  they  are  on 
the  waybill 

Q.  In  computing  the  figures  in  your  commodity  flow 
study  that  have  to  do  with  revenue,  could  you  tell  me  what 
you  included  as  revenue?  A.  Revenue  is  merely  the  air- 
port-to-airport  revenue.  The  charges  that  we  make  for 
carrying  the  shipment  airport-to-airport. 

Q.  This  ton  mile  figure,  no  part  of  that  includes  pick-up 
and  delivery  revenue?  A.  No,  sir. 

Q.  No  part  of  it  includes  the  valuation  charge?  A.  No, 
sir. 

Q.  No  part  includes  c.  o.  d.  charges?  A.  No,  sir. 

Q.  So  this  is  simply  the  line-haul  rate  ?  A.  That  is  right. 

Q.  I  wonder  if  you  have  available  total  figures  on  num¬ 
ber  of  shipments,  weight,  ton  miles  and  cents  per  ton  mile 
for  each  of  those  four  months  that  you  have  studied? 
30173  A.  I  have  it  available.  I  do  not  have  it  in  front 
of  me. 

Q.  Could  you  produce  it  for  the  record?  Could  you  tell 
us1  what  those  totals  are?  A.  Of  course,  it  is  available 
here  by  merely  adding  up  the  numbers. 
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Q.  If  you  had  it,  I  would  like  to  have  it.  If  you  have  got 
to  do  it  now,  then  I  don’t  want  it.  I  thought  perhaps  you 
had  it  in  your  work  papers  and  you  could  give  it  to  us, 
which  would  make  it  easier  to  compare  figures.  A.  I  would 
have  to  add  it  up  here. 

Q.  You  don’t  have  it  in  your  work  papers  available? 
A.  No. 

Q.  Does  this  traffic  study  include  only  that  freight  which 
both  originated  and  terminated  on  Slick  Airways’  service? 
A.  This  includes  freight  originated  and  carried  in  Slick 
Airways’  airplanes. 

Q.  It  includes  any  freight  carried  in  Slick  Airways’ 
airplanes?  A.  Any  revenue  freight  carried  in  Slick  Air¬ 
ways’  airplanes. 

Q.  Does  it  include  freight  that  was  turned  over  to  you 
by  Railway  Express  after  a  prior  surface  haul?  A.  Sure, 
if  it  was  carried  on  Slick  Airways’  aircraft. 

Q.  And  it  also  includes  anything  that  you  turned  over 
for  a  surface  haul?  A.  Sure,  if  it  is  carried  on  Slick  Air¬ 
ways  it  is  included  for  a  paid  shipment. 

30474  Q.  You  have  interline  agreements,  don’t  you, 
with  certain  international  airlines?  A.  That  I  am 
not  in  a  position  to  answer.  I  will  defer  that  question  to 
Mr.  Moorman. 

Q.  Do  you  know  whether  this  freight  that  you  have  in¬ 
cluded  in  your  study  would  include  a  shipment  originating 
in  New  York  and  destined  for  Mexico  that  you  turn  over  to 
a  connecting  carrier  some  place  in  Texas?  A.  If  it  flew 
on  Slick  Airways  and  was  a  revenue  shipment,  it  is  in¬ 
cluded  in  these  statistics. 

Q.  Do  you  know  whether  there  were  any  such  shipments  ? 
A.  I  am  sure  there  were. 

Q.  Would  this  study  include  any  traffic  that  you  received 
from  Pan  American  after  a  trans- Atlantic  haul  and  then 
carried  for  the  domestic  portion  of  the  haul?  A.  I  imagine 
there  are  some.  I  am  sure  we  have  that  business. 
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Q.  And  this  study  does  include  that?  A.  Yes,  sir. 

Q.  Your  ton  miles  in  this  study  are  computed  by  the  use 
of  Great  Circle  mileage,  is  that  correct?  A.  That  is  true. 

Q.  Could  you  tell  me  the  variance  between  the  total  ton 
miles  that  you  reflect  in  your  commodity  study  and  the 
total  ton  miles  that  you  report  to  the  Board?  A.  I  don’t 
have  the  difference  in  front  of  me.  You  can  determine  it 
by  adding  this  up  and  comparing  it  with  our  quarterly 
report. 

Q.  Could  you  determine  that  for  me  ?  My  difficulty 
30475  is  that  you  report  to  the  Board  on  a  quarterly 
basis  and  these  are  on  a  monthly  basis. 

Mr.  Miller:  Mr.  Examiner,  I  believe  that  is  a  calculation 
Mr.  Gribbon  can  make  for  himself  as  well  as  the  witness. 

Examiner  Radcliffe:  Aren’t  we  talking  about  monthly 
reports  and  quarterly  reports?  I  don’t  see  how  they  are 
comparable. 

Mr.  Miller:  The  Witness  couldn’t. 

The  Witness :  Probably  the  easiest  thing  to  do  would  be 
to  tell  you  the  total  ton  miles  calculated  on  route  distance. 

By  Mr.  Gribbon: 

Q.  For  each  of  these  months,  can  you  tell  me  that!  A. 
Yes. 

Q.  Give  us  first  the  ton  miles  reported  to  the  Board  for 
the  month  of  October,  1947.  A.  I  don’t  have  it  for  1947. 
I  think  I  have  it  for  the  months  of  1948. 

Q.  Let’s  have  September  of  1948.  A.  The  ton  miles  is 
2,122,938. 

Q.  What  is  the  total  of  the  ton  miles  as  reported  in  this 
commodity  study?  A.  I  don’t  know;  I  haven’t  added  it  up. 

Q.  What  is  your  ton  miles  reported  to  the  Board  for 
July  of  1948?  A.  1,968,896. 

Q.  And  for  March,  1948?  A.  1,973,869.  Mr.  Moorman 
has  now  found  October  of  1947  which  is  3,400,857. 
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Q.  Do  you  know  whether  the  sum  of  the  ton  miles 

30476  as  shown  in  your  commodity  study  is  equal  in  each 
instance  to  these  or  greater  than  these  totals  or  less 

than  these  totals?  A.  It  is  less. 

Q.  Do  you  know  by  what  percentage  it  is  less?  A.  No, 
I  do  not.  I  haven’t  compared  those. 

Q.  It  is  less  because  you  report  to  the  Board  on  the  basis 
of  mileage  as  flown  and  your  commodity  study  is  on  the 
basis  of  Great  Circle  mileage?  A.  That  is  true.  We  re¬ 
port  the  ton  miles  to  the  Board  as  per  the  Civil  Aeronautics 
Regulations,  which  is  interstation  load  and  over  the  route 
you  fly. 

Q.  The  effect  of  that  different  method  of  computation  is 
that  your  ton  mile  return  as  shown  in  your  commodity  flow 
study  is  somewhat  less  than  your  ton  mile  return  as  shown 
in  your  reports  to  the  Board?  A.  One  is  a  ton  mile  re¬ 
turn.  The  other  one  is  an  average  ton  mile  rate.  The 
figures  shown  in  here  work  out  to  be  an  average  ton  mile 
rate  because  it  is  based  on  Great  Circle  mileage  and  our 
tariffs  are  based  on  Great  Circle  mileage. 

Q.  If  you  were  to  take  your  total  revenue  for  each  of 
these  months,  which  I  assume  remains  constant,  and  divide 
it  into  your  ton  miles  as  reported  to  the  Board —  A.  You 
would  get  a  ton  mile  return. 

Q.  If  you  take  your  total  revenue  and  divide  it  into  the 
total  ton  miles  you  have  shown  in  your  commodity  study, 
you  get  a  larger  ton  mile  return?  A.  That  is  right.  You 
get  an  average  ton  mile  rate. 

Q.  Do  you  know  by  what  percentage  that  is 

30477  larger?  A.  No,  I  do  not. 

Q.  You  have  not  worked  that  out  for  any  of  these 
four  months?  A.  No,  sir. 

Q.  But  it  is  a  larger  ton  mile  return  than  is  shown  on 
your  reports  to  the  Board?  A.  That  is  right. 

Q.  At  SA  page  30,  you  show  average  length  of  air  haul 
on  the  basis  of  miles  flown  and  on  the  basis  of  Great  Circle 
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mileage.  Do  you  think  that  the  difference  between  those 
two  figures  would  reflect  the  difference  in  the  return  as 
computed  on  a  mileage  flown  as  compared  to  a  Great  Cir¬ 
cle  mileage  basis?  A.  It  could  be  possibly  close  to  that.  I 
would  have  to  work  it  out  in  order  to  say  yes. 

Q.  You  wouldn’t  accept  that  as  being  the  measure  of  the 
difference?  A.  No,  sir. 

Q.  You  haven’t  developed  the  difference  yourself?  A. 
No,  I  haven’t. 

Q.  You  have  used  two  different  lists  of  commodities  in 
preparing  your  exhibits  for  this  four  months,  have  you 
not?  A.  Yes,  sir. 

Q.  As  I  understand  it,  you  use  one  list  for  October,  1947, 
and  September,  1948?  A.  That  is  right. 

Q.  And  then  another  list  for  March  and  July  of  1948? 
A.  That  is  right. 

Q.  Would  you  explain  what  the  significance  of 
30478  the  two  different  lists  is?  A.  As  per  the  agree¬ 
ment  in  the  pre-hearing  conference,  we  were  per¬ 
mitted  to  use  the  same  commodity  classifications  as  pre¬ 
sented  in  the  Air  Freight  Rate  Case.  We  had  available 
March,  July  and  September  which  were  presented  in  this 
case.  March  and  July  happened  to  be  broken  down  in  the 
commodity  classification  being  used  in  that  period.  In 
September  we  made  several  changes  for  a  number  of  rea¬ 
sons,  first  to  attempt  to  lower  the  “All  Other”  classification 
and  another,  to  correlate  closer  to  the  tariff.  When  we 
made  out  these  exhibits,  we  went  back  and  applied  the 
latest  commodity  classification  to  October,  which  we  had 
to  reinvestigate. 

Q.  Roughly,  the  September  list  was  sort  of  a  correction 
or  a  bringing  up  to  date  of  your  commodity  list  which  you 
carried  back  to  October,  1947,  because  that  was  the  one  you 
didn’t  have  prepared?  A.  That  is  true. 

Q.  You  say  tariff  changes.  In  what  way  were  you  cor¬ 
relating  with  tariff  regulations?  A.  Commodity  classi¬ 
fications. 
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Would  you  point  out  some  that  you  have  changed? 
I  didn’t  understand  that  reference  in  your  exhibit.  A.  A 
typical  example  is  in  the  March  and  July  classification  we 
had  a  commodity.  You  can  find  it  in  Exhibit  SA-4-C.  In 
Exhibit  SA-4-C,  B  is  “Agriculture,  Horticulture,  includ¬ 
ing  Nursery  Stock.”  Due  to  the  commodity  classifications 
introduced  in  the  tariff,  we  changed  that  to  Q,  which  can  be 
found  in  SA-4-A,  to  “Nursery  Stock,  Including  Decorative 
Greens”,  which  is  the  commodity  classification  as  appearing 
in  our  tariff. 

30479  Q.  Then  the  rest  of  the  commodities  that  would 
have  fallen  into  B  in  July  of  1948,  that  is,  “Agri¬ 
culture,  Horticulture,  Including  Nursery  Stock”  every¬ 
thing  but  nursery  stock  now  falls  into  the  miscellaneous 
column?  A.  No,  then  we  have  K,  fresh  fruits,  and  we  have 
J,  flowers. 

Q.  You  had  flowers  before,  didn’t  you,  in  July  of  1948! 
A.  You  are  right.  We  have  X,  vegetable  plants,  and  W, 
vegetables,  fresh  and  green. 

Q.  How  about  newspapers  in  N  of  July  of  1948?  You 
have  newspapers  included  there  and  then  for  your  revised 
lists,  newspapers  seems  to  be  thrown  into  the  miscellaneous 
column.  A.  That  was  excluded.  That  is  the  way  it  ap¬ 
pears  in  our  commodity  classifications  in  the  tariff. 

Q.  Have  you  got  a  commodity  rate  on  printed  matter 
excluding  newspapers?  A.  That  is,  I  believe,  one  of  the 
commodities  as  approved  by  the  Board. 

Q.  For  less  than  the  minimum  rate  on  printed  matter? 
A.  That  is  right. 

Q.  Would  you  look  at  your  page  SA-10?  This  reflects 
traffic  from  the  northeast  area  to  all  other  areas  for  the 
month  of  March,  1948?  A.  That  is  correct. 

Q.  Looking  at  item  C,  aircraft  parts,  you  show  a  move¬ 
ment  from  the  northeast  area  to  the  California  area 

30480  at  a  return  of  12*4  cents.  Did  you  have  a  specific 
commodity  rate  on  aircraft  parts  in  March,  1948? 

A.  I  don’t  believe  we  had. 
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Q.  How  do  you  account  for  that  12 y2  cent  rate  of  re¬ 
turn  on  aircraft  parts?  A.  How  do  I  account  for  it? 

Q.  Yes.  A.  That  is  the  average  rate  for  the  26  ship¬ 
ments  that  moved  between  the  northeast  and  California. 

Q.  Did  they  move  at  a  deferred  rate?  A.  There  may 
have  been  one  or  two  deferred  shipments  in  there.  I  can¬ 
not  tell  you.  I  don’t  have  all  the  air  bills  in  front  of  me  and 
that  is  the  only  way  I  could  tell  you. 

Q.  How  was  that  average  determined?  Did  you  just 
take  all  your  waybills  and  add  up  all  the  revenue  and  then 
divide  into  the  total  ton  miles  as  computed  by  you?  A. 
That  is  right. 

Q.  You  made  no  distinction  when  a  commodity  moved 
at  a  deferred  rate?  A.  No.  The  only  distinction  in  com¬ 
modities  is  as  shown  in  our  commodity  classification. 

Q.  You  couldn’t  go  through  here  and  tell  us  which  of 
these  commodities  moved  at  a  deferred  rate  ?  A.  Some  of 
them  are  obvious.  I  point  out  commodity  classification  N 
on  the  same  page  which  shows  cents  per  ton  miles  rate 
of  9.3. 

Q.  Wouldn’t  that  also  be  true  of  phonographs?  A.  That 
was  a  commodity  classification.  The  commodity 
30481  rate  applied  on  that. 

Q.  Did  you  have  commodity  rates  that  went  as 
low  as  8.7  cents  a  ton  mile?  A.  Obviously  we  did. 

Q.  That  would  mean  on  an  average  some  of  your  rates 
were  lower  than  8.7  and  some  higher  than  8.7  ?  A.  Either 
that  or  all  seven  shipments  may  be  at  the  8.7.  There  is 
no  way  of  telling. 

Q.  But  you  did  have  commodity  rates  at  least  as  low  as 
8.7  cents?  A.  Yes,  sir. 

Q.  Which  other  of  these  would  you  say  moved  at  the  de¬ 
ferred  rates  ?  How  about  M,  Medicine  and  Drugs,  a  return 
of  11.3  cents  average?  A.  There  may  be  some  deferred, 
in  there  and  again  there  may  be  several  very  large  ship- 
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ments.  I  can’t  tell  you  why  either  one  of  these  or  any  of 
them  come  out  to  the  specific  average  they  have  without 
having  the  air  bills  in  front  of  me. 

Q.  F,  electrical  appliances,  did  you  have  a  commodity 
rate  on  that  ?  A.  No,  sir,  not  in  that  period  to  my  knowl¬ 
edge.  I  can  review  the  tariffs,  if  you  would  like. 

Q.  Could  you  tell  me  what  was  the  ton  mile  return  to 
you  on  a  ten  thousand  pound  shipment  at  a  general  com¬ 
modity  rate  in  March  of  1948?  A.  I  can’t  recall  it  spe¬ 
cifically.  I  believe  all  of  that  was  brought  out  in  the  Air 
Freight  Rate  Case. 

Q.  You  don't  recall  what  that  ten  thousand  pound  rate 
was  based  on?  A.  No,  sir,  not  the  ton  mile  rate. 
30482  Q.  Do  you  recall  the  ton  mile  basis  of  the  hun¬ 
dred  pound  rate?  A.  I  don’t  recall  that  specifically 
either.  I  think  it  was  around  18  cents  a  ton  mile. 

Q.  That  was  the  high?  A.  That  was  the  high. 

Q.  Do  you  know  what  the  low  was,  so  we  could  get  a 
range  ?  A.  It  was  around  11,  10  or  11,  I  believe. 

Q.  Did  you  have  general  commodity  rates  as  low  as 
10  cents?  A.  As  I  recall,  it  was  higher  than  11.  It  was 
probably  11  y2. 

Q.  That  would  mean  that  any  return  here  of  less  than 
11^4  would  have  had  to  move  either  at  a  specific  commodity 
rate  or  on  a  deferred  basis  ?  A.  That  is  true. 

Q.  And  I  take  it  you  are  not  too  certain  of  that  liy2 
figure.  It  might  be  12,  might  it  not?  A.  As  I  recall,  it  is 

U%. 

Examiner  Radcliffe:  Is  that  available  in  the  tariff? 

Mr.  Miller:  It  is  in  the  tariff,  yes. 

Examiner  Radcliffe:  We  will  take  a  five  minute  recess. 

(Short  recess  taken.) 

Examiner  Radcliffe:  Come  to  order,  please,  gentlemen. 
Are  there  any  additional  appearances  to  be  entered  at  this 
time  ? 
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Mr.  Move:  Mr.  Examiner,  I  would  like  to  enter 

30483  tlie  appearance  of  E.  Smythe  Gambrell  and  Charles 
A.  Moye,  Jr.,  for  Eastern  Airlines. 

Mr.  Gillam:  Charles  D.  Gillam  for  the  Baltimore  As¬ 
sociation  of  Commerce. 

Examiner  Radcliffe:  I  have  here  a  telegram  from  Mr. 
Henry  I.  Stimson.  It  says:  “Please  enter  appearance 
Willis  Air  Service.  Arriving  train  Monday  afternoon.” 

Mr.  Lorch,  I  believe  you  had  a  statement  you  wanted  to 
make. 

Mr.  Lorch:  Yes,  sir,  Mr.  Examiner.  I  inadvertently 
stated  that  our  exhibits  had  been  mailed.  Some  of  the 
exhibits  have  been  mailed.  They  were  mailed  on  the  24th 
of  November.  As  United  advised  the  Examiner,  it  was  not 
able  to  complete  all  of  the  exhibits  for  mailing  on  the  24th 
so  that  there  will  be  some  more  and  it  was  expected  that 
they  would  be  mailed  Saturday  or  at  the  latest  today.  I 
wanted  to  make  that  correction  on  the  record. 

Examiner  Radcliffe :  Thank  you. 

Mr.  Gribbon,  you  may  proceed  with  your  cross  examina¬ 
tion. 

Mr.  Miller:  Mr.  Examiner,  the  witness  has  a  correction 
to  make  to  a  statement  that  he  made  in  reply  to  Mr.  Grib¬ 
bon.  It  occurs  to  me  that  it  might  be  made  at  this  time. 

Examiner  Radcliffe :  Very  well. 

The  Witness :  I  believe  I  made  the  statement  that  news¬ 
papers  and  printed  matter  were  a  commodity.  That  is  not 
true.  They  are  not  a  commodity. 

By  Mr.  Gribbon: 

Q.  They  do  not  bear  a  commodity  rate?  A.  That  is 
right. 

30484  Q.  So  that  it  was  other  than  tariff  reasons  that 
caused  you  to  put  newspapers  into  the  miscellan¬ 
eous  category?  A.  That  is  true. 
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Q.  Were  you  able  to  determine  from  your  papers  dur¬ 
ing  the  recess  what  your  ten  thousand  pound  general 
commodity  rate  was,  what  level  it  was  pitched  at?  A.  We 
were  speaking  of  March,  1948.  The  average  cents  per 
ton  mile  was  11%.  That  is  an  average. 

Q.  Average  of  what?  A.  Average  of  the  tariff  rates. 

Q.  Is  that  actual?  That  is  what  you  actually  received? 
A.  That  is  a  weighted  average  of  distance,  weight  per 
shipment,  commodity  classification.  Well,  there  are  no 
commodities  in  there.  We  expect  it  would  produce,  in  a 
representative  month,  11%  cents  a  ton  mile. 

Q.  You  have  set  your  tariff  to  produce  11%  cents  a  ton 
mile?  A.  That  is  in  the  ten  thousand  pound  column. 

Q.  At  the  general  commodity?  A.  General  commodity, 
first  class. 

Q.  Your  break  below  that  was  five  thousand  pounds, 
wasn’t  it?  Do  you  recall  what  that  was  set  at?  A.  The 
next  break  was  three  thousand  pounds. 

Q.  Do  you  recall  what  return  you  expected  from  that? 
A.  No,  sir.  We  have  the  column  one  now  and  the  column 
five,  the  ten  thousand  pound  column. 

Q.  And  column  one,  you  said,  was  18  cents,  is  that 
right?  A.  Yes,  sir. 

30485  Q.  It  would  be  fair,  then,  in  March  of  1948,  to 
say  that  whereever  your  average  rate  of  return 
was  less  than  11%  cents  there  was  a  substantial  move¬ 
ment  in  your  deferred  service  of  that  commodity?  A. 
There  may  or  may  not  have  been.  These  are  a  month 
and  may  in  one  particular  commodity  include  only  one 
or  two  shipments.  It  is  awfully  easy  for  an  extra  large 
or  extra  small  shipment  to  be  predominant  in  that  aver¬ 
age.  This  average  of  11.5  cents  per  ton  mile  is,  after  all, 
an  average.  There  are  rates  lower  and  rates  higher  to 
produce  that,  depending  upon  a  number  of  things  such 
as  distance. 

Q.  I  don’t  understand.  Your  11%  cents  is  an  average 


2708 


Excerpts  from  Testimony  of  W.  R .  LobdeU 

rate  of  return  that  you  expect  from  ten  thousand  pound 
shipments  ?  A.  Right. 

Q.  You  don’t  have  any  weight  variations.  All  you  have 
are  distance  variations?  A.  Distance  variations. 

Q.  How  low  did  those  variations  take  you  ?  A.  I  do  not 
know. 

Q.  You  don’t  know  how  high,  either?  A.  I  don’t  have 
a  detailed  investigation  of  the  cents  per  ton  mile  return 
for  each  rate  here  with  me. 

Q.  Do  you  know’  in  March  what  portion  of  your  business 
moved  at  deferred  rates?  A.  Not  off-hand,  no,  sir. 

Q.  Do  you  have  it  in  your  work  papers?  A.  Not  with 
me,  no. 

Q.  Would  you  be  willing  to  produce  it  for  the  rec¬ 
ord? 

304S6  Mr.  Miller:  Mr.  Examiner,  I  don’t  believe  that 
is  material  to  this  hearing  under  the  Board’s 
order.  Those  matters  were  fully  gone  into  in  the  Rate 
Case  hearing  and  we  have  supplied  in  these  exhibits  the 
information  called  for  in  the  Board’s  order,  namely,  the 
number  of  shipments,  the  weight  in  tons,  the  ton  miles 
and  the  cents  per  ton  mile  return  on  that  number  of  ship¬ 
ments  and  that  weight  and  those  ton  miles,  so  1  would 
object  to  any  further  pursuit  of  that  inquiry. 

Examiner  Radcliffe:  You  are  objecting  to  pursuit  of 
the  inquiry  of  request  for  the  information  or  both? 

Mr.  Miller:  We  object  to  furnishing  any  more  detailed 
information  on  that  subject.  We  think  we  have  complied 
with  the  Board’s  order  in  furnishing  the  data  that  has 
been  furnished.  The  other  matter  was  a  matter  for  in¬ 
quiry  in  the  Air  Freight  Rate  Case,  and  was  gone  into 
at  that  time  and  may  be  gone  into  in  the  supplemental 
Air  Freight  Rate  Case,  but  I  don’t  believe  it  is  a  proper 
matter  of  any  further  inquiry  in  this  case. 

Examiner  Radcliffe :  I  would  not  direct  that  it  be  given. 
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Mr.  Gribbon:  May  I  be  heard  briefly  on  that?  I  believe 
the  Board  was  quite  vague  on  what  it  wanted  from  the 
applicants  and  the  intervenors  with  respect  to  rates  on 
the  freight  they  carried  in  these  representative  periods. 
I  feel  quite  certain  that  the  Board  would  be  interested 
in  knowing  what  portion  of  the  freight  that  has  moved 
at  rates  down  around  8,  9  and  10  cents,  which  the  Board 
has  found  to  be  less  than  compensatory  rates. 
30487  I  feel,  therefore,  that  it  is  a  legitimate  inquiry 
in  this  proceeding  to  determine  how  much  of  the 
ton  miles  that  are  being  put  before  the  Board  are  the 
result  of  eight,  nine  and  ten  cent  rates.  I  appreciate  that 
it  was  not  specifically  called  for  in  the  Board’s  order  and 
the  applicants  can  clearly  refuse  to  produce  it.  That  is 
the  reason  for  my  inquiry  along  this  line. 

Examiner  Radcliffe:  Thank  you  for  the  statement. 
The  question  of  rate  data  to  be  furnished  was  in  the  order 
left  to  the  direction  of  the  Examiners,  as  I  recall.  The 
direction  of  the  Examiners  on  that  matter  is  set  forth  in 
the  pre-hearing  conference  report.  The  data  Slick  has 
submitted  conforms  to  that  direction  so  I  will  not  direct 
that  they  furnish  further  information.  Should  they  de¬ 
sire  to  furnish  other  information  voluntarily,  I  will  not 
overrule  it  as  immaterial  or  improper. 

Mr.  Miller:  Mr.  Examiner,  I  would  like  to  add  that 
Mr.  Moorman  will  be  available  for  any  policy  questions 
on  the  company’s  use  of  deferred  rates  generally. 

Examiner  Radcliffe:  Very  well.  You  may  proceed, 
Mr.  Gribbon. 

Mr.  Lorch:  Before  we  go  further,  I  would  like  to  have 
the  record  show  that  on  behalf  of  United  we  join  in  the 
request  that  Slick  provide  the  specific  data  showing  the 
volume  of  its  cargo  which  moved  under  deferred  rates. 
I  think  it  is  pertinent  information  and  it  does  come  within 
the  purview  of  information  that  the  Board  certainly  would 
want  to  see.  The  fact  that  it  is  going  to  be  provided  in 
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another  hearing  or  in  connection  with  another  case,  I 
don’t  believe,  is  a  reason  for  it  not  being  furnished 

30488  in  this  case. 

I  certainly  don’t  believe  the  fact  that  Mr.  Moor¬ 
man  may  do  some  general  testifying  about  policy  fills  up 
any  refusal  by  Slick  to  provide  this  specific  data.  I  don’t 
see  why  they  are  so  hesitant  about  providing  it.  They 
must  have  the  information  and  if  it  is  so  large  a  propor¬ 
tion  of  their  business  that  they  don’t  want  to  disclose  it 
to  the  Board,  then,  of  course,  that  is  up  to  Slick. 

Mr.  Miller:  Mr.  Examiner,  all  that  I  want  to  say  is 
simply  this :  Our  only  hesitancy  is  that  we  think  that  this 
proceeding  under  the  Board’s  order  has  certain  limits 
and  we  think  it  should  be  kept  within  those  limits.  That 
is  the  reason  for  our  objection  to  furnishing  any  more  de¬ 
tailed  information. 

Examiner  Radcliffe:  I  have  indicated  that  I  believe  the 
data  you  have  submitted  is  within  the  limits  of  the  Board’s 
order  and  the  Examiner’s  direction  as  to  rates. 

Mr.  Gribbon. 

By  Mr.  Gribbon: 

Q..  Would  you  look  at  the  item  0,  phonograph  records? 
This  is  on  March  of  1948,  page  SA-10.  These  are  phono¬ 
graph  records.  I  am  looking  at  the  movement  between 
the  Northeast  area  and  the  California  area  where  your 
rate  of  return  was  8.7  cents  a  ton  mile.  Do  you  know 
what  rates  you  had  that  would  return  you  that  little? 
A.  I  believe  we  had  a  commodity  rate  on  phonograph 
records  at  70  per  cent  first  class. 

Q.  Wasn’t  that  85  per  cent  of  first  class?  A.  It  may 
have  varied  by  the  column. 

30489  Q.  Could  you  check  that  on  your  tariff?  A.  You 
are  right.  It  was  85  per  cent. 

Q.  It  never  went  below  85  per  cent,  did  it?  A.  In  this 
period  it  is  85  per  cent. 
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Q.  And  in  the  highest  column,  in  the  ten  thousand 
pound  column,  your  rate  on  phonograph  records  was  one 
hundred  per  cent  of  your  general  commodity  rate,  was 
it  not?  A.  In  the  first  and  fifth  column,  which  is  to  a 
hundred  pounds  and  over  a  hundred  pounds,  it  was  85 
per  cent. 

Q.  And  you  have  told  me  that  your  ten  thousand  pound 
column  was  estimated  at  about  IIV2  cents?  A.  Yes,  sir. 

Q.  So  if  your  average  for  phonograph  records  was  8.7 
cents,  would  that  mean  that  the  great  bulk  of  phonograph 
records  moving  in  this  heavy  westward  direction  moved 
at  a  deferred  rate?  A.  It  certainly  appears  that  this 
one  particular  item  on  this  particular  page,  the  seven 
shipments,  may  have  moved  at  a  deferred  rate.  That  is 
a  small  part  of  the  total  movement  in  the  month. 

Q.  19,000  ton  miles?  A.  That  is  right. 

Q.  That  would  be  true,  certainly,  of  printed  matter 
also,  wouldn’t  it,  where  your  return  was  9.3  cents?  A. 
There  may  be  some  deferred  in  there. 

Q.  Hasn’t  your  experience  been  on  that  haul  between 
the  northeast  section,  which  is  New  York  and  the  Cali¬ 
fornia  section,  that  your  load  factor  runs  120  and  110  per 
cent?  Don’t  you  generally  have  a  high  load  factor? 
30490  A.  Generally  we  have  a  high  load  factor. 

Q.  Do  you  know  the  extent  to  which  deferred 
rates  figured  in  the  movement  from  the  northeast  direc¬ 
tion  to  any  of  the  other  areas?  A.  I  think  that  that 
would  be  a  good  question  to  ask  Mr.  Moorman. 

Q.  You  don’t  know?  A.  I  don’t  know  specifically. 

Q.  Would  you  look  at  your  page  12,  which  is  your  flow 
between  the  Texas  area  and  the  various  other  areas  for 
the  month  of  March,  1948?  I  wTonder  if  on  item  I  there 
isn’t  an  error  that  wasn’t  caught?  Would  you  look  across 
there?  It  appears  that  your  average  return  there  is  in 
excess  of  either  of  its  component  parts.  A.  It  looks  like 
that  may  have  been  a  typographical  error.  It  probably 
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should  have  been  fairly  close  to  10.9  instead  of  19.9.  I 
don’t  have  my  work  sheets  and  I  can’t  check  the  actual 
figure. 

Q.  I  wonder  if  it  would  be  possible  for  you  to  check 
that  as  well  as  the  total  to  see  if  there  is  any  change  re¬ 
quired  in  the  total  because  of  that?  A.  I  will  check  it 
to  the  best  of  my  ability  with  what  information  I  have 
here  and  advise  you  later. 

Q.  Look  at  item  L,  machinery  and  machine  parts,  where 
your  average  return  on  that  commodity  from  Texas  to  all 
other  areas  was  9.6  cents.  Did  you  have  a  specific  com¬ 
modity  rate  on  machinery  at  that  time?  A.  I  don’t  be¬ 
lieve  we  did.  No,  sir. 

Q.  None  of  those  shipments  could  have  been  ten 
30491  thousand  pounds,  could  they,  or  very  few  of  them? 

A.  Very  few  of  them,  obviously. 

Q.  Would  you  conclude,  then,  that  that  movement  was 
almost  entirely  at  deferred  rates?  A.  In  order  to  tell 
what  is  in  any  one  of  these,  I  would  have  to  have  the  air 
bills  lying  out  in  front  of  me,  which  obviously  is  im¬ 
practical. 

Q.  Did  you  ever  estimate  in  setting  up  your  tariff  what 
your  deferred  rate  would  return  you? 

Mr.  Miller:  I  don’t  believe  that  is  a  proper  question 
for  Mr.  Lobdell  and  there  is  no  indication  that  he  had 
anything  to  do  with  setting  up  the  tariffs.  He  is  not 
a  tariff  man.  He  simply  collected  this  information  from 
the  company’s  records. 

Mr.  Gribbon:  If  he  doesn’t  know,  he  can  simply  say  he 
doesn’t  know. 

The  Witness:  I  was  just  going  to  pass  this  as  a  policy 
question. 

By  Mr.  Gribbon: 

Q.  And  on  the  item  of  rugs  which  moved  at  8.9  cents 
from  Texas  to  the  central  area,  Texas  to  Chicago,  pre¬ 
sumably,  you  had  no  commodity  rate  on  rugs,  did  you? 
A.  No,  sir. 
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Q.  And  that  was  entirely  a  deferred  rate  movement? 
A.  There  may  have  been  some  deferred  shipments  in 
there  to  bring  about  that  average. 

Q.  Wouldn’t  it  have  been  all  deferred  shipments?  A.  I 
couldn’t  say  without  knowing  what  each  individual  air  bill 
said.  It  is  not  included  in  there,  the  eight  ship- 

30492  ments. 

Q.  In  the  list  of  commodity  classifications  used 
for  October,  1947,  and  September,  1948,  you  have  one 
called  “Consolidated  Shipments  where  (2  or  more  com¬ 
modities  are  shown)”;  and  you  don’t  have  that  included 
in  your  July  and  March  list  of  commodity  classifications. 
A.  That  is  true. 

Q.  How  did  you  handle  such  shipments  in  your  July 
and  March  traffic  flow  data?  A.  Off-hand  I  would  say  the 
classification  was  “S”  and  March  it  was  “U”. 

Q.  As  I  understand  that  consolidated  classification, 
wherever  two  commodities  are  shipped  as  one  shipment 
it  falls  within  your  consolidated  classification?  A.  I 
would  like  to  refer  you  to  Exhibit  SA-4-G  which  gives 
some  typical  air  bill  listings.  You  will  notice  under  Y, 
dry  goods  and  machines,  two  separate  commodities. 

Q.  I  didn’t  read  this  as  being  limiting.  I  thought  that 
consolidated  shipments  could  include  any  two  separate 
commodities.  A.  These  are  typical. 

Q.  These  are  typical?  A.  Yes,  sir. 

Q.  How  do  you  rate  that  shipment?  A.  Not  being  a 
tariff  expert,  I  believe  it  takes  the  highest  rate. 

Q.  For  the  highest  rated  commodity  in  the  shipment? 
A.  That  is  right 

Q.  You  don’t  have  any  mixed  rule?  A.  No,  no 

30493  mixture  in  the  rates. 

Q.  From  your  study  leading  up  to  this  data 
you  presented,  have  you  any  more  definite  idea  than  is 
shown  here  as  to  what  commodities  were  included  in  that 
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consolidated  group?  A.  I  don’t  understand  your  ques¬ 
tion,  Mr.  Gribbon. 

Q.  In  every  instance,  the  consolidated  group  is  a  very 
substantial  group.  Well,  we  will  take  September,  1948, 
from  the  northeast  to  California.  125,000  ton  miles  is  the 
second  highest  grouping,  exceeded  only  by  a  parallel.  Do 
you  have  any  idea  what  commodities  are  included  in  that 
consolidated  catch-all?  A.  Consolidated  shipments,  com¬ 
binations  of  the  two  commodities. 

Examiner  Radcliffe:  You  can’t  elaborate  on  that? 

The  Witness:  I  don’t  have  the  air  bills  in  front  of  me. 
They  were  included  in  that.  I  can’t  tell  you  what  all  of 
the  commodities  were  that  were  included  in  that  period. 

By  Mr.  Gribbon: 

Q.  Might  they  include  wearing  apparel?  A.  Of  course. 

Q.  It  would  be  entirely  possible?  A.  I  believe  the  ex¬ 
ample  1  read  you  over  here  was  dry  goods  and  machines. 

Q.  Would  it  be  possible  that  of  this  item,  of  125,000 
ton  miles  moving  between  the  northeast  area  and  Cali¬ 
fornia  in  September  of  1948,  100,000  ton  miles  would  be 
wearing  apparel?  A.  I  can’t  say  as  to  that  with- 
30494  out  analyzing  each  individual  air  bill. 

Q.  I  appreciate  you  say  you  don’t  know,  but 
that  would  be  possible,  w’ould  it  not?  A.  Anything  would 
be  possible. 

Q.  Consistent  with  your  classification  here,  that  could 
happen?  A.  Certainly,  it  could  happen.  Look  over  here 
on  SA-4-G.  We  have  fruits  and  vegetables,  flowers  and 
clothing,  electric  lamps  and  shades,  flowers  and  glass, 
meats  and  vegetables,  printed  matter  and  film.  This  hap¬ 
pens  to  be  a  particular  week,  all  of  the  air  bills  that  were 
classified  in  an  example  period.  That  week  I  would  cer¬ 
tainly  say  that  wearing  apparel  was  not  50  per  cent  or 
any  high  percentage  of  the  Y  classification. 
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Q.  In  that  week?  A.  In  that  week. 

Q.  In  that  week,  could  you  tell  us  the  proportion  of 
each  commodity  in  the  consolidated  shipments?  A.  No, 
I  couldn’t 

Q.  So  we  still  don’t  know  how  much  wearing  apparel 
is  included  in  the  item  Y  consolidated  shipments?  A. 
From  this  commodity  analysis,  no. 

Q.  Does  your  consolidated  shipments  item  include  ship¬ 
ments  from  forwarders?  A.  It  may. 

Q.  Would  it  include  shipments  from  other  than  for¬ 
warders?  A.  It  may. 

Q.  Do  you  know  what  proportion  of  it  is  made 
30495  up  from  shipments  from  forwarders?  A.  I  have 
no  idea. 

Q.  Are  all  your  shipments  from  forwarders  reflected 
in  that  item,  consolidated  shipments?  A.  No,  sir,  I  am 
sure  they  are  not. 

Q.  You  receive  shipments  from  forwarders  of  a  single 
commodity?  A.  I  would  certainly  imagine  we  do. 

Q.  Again,  item  Y  in  no  way  reflects  the  contribution  of 
the  forwarders  to  your  business?  A.  I  wouldn’t  make 
that  statement,  no,  sir. 

Q.  It  bears  no  direct  relation  to  business  received  from 
the  forwarders?  A.  You  would  be  able  to  turn  no  quan¬ 
tity  of  business  from  the  forwarders,  from  the  informs 
tion  here. 

Q.  Looking  at  Exhibit  SA-19, —  A.  Page  what?  SA- 

19? 

Q.  Yes.  Isn’t  there  also  an  error  there  in  your  total 
column  of  ton  miles,  the  very  last  figure  on  the  page? 
It  reads  30,118.  A.  There  must  be  another  number  be¬ 
hind  the  8.  310,000. 

Q.  310,180?  A.  Just  looking  down  the  column,  it  looks 
like  that  is  what  it  would  be  without  adding  it  up.  I  can 
check  that  particular  item  also. 
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Q.  Between  the  central  area  and  the  California  area, 
your  consolidated  shipments  moved  at  a  lower  average 
rate  than  any  other  commodity.  How  would  that  be 
possible?  A.  It  could  be  possible  through  any  number 
of  ways. 

30496  Q.  What  would  one  of  them  be?  A.  It  could 
be  a  number  of  very  large  shipments.  It  doesn’t 

look  like  there  probably  is. 

Q„  What  would  another  one  be?  A.  It  could  be  two 
commodities.  I  couldn’t  tell  you  exactly  what  it  is  with¬ 
out  having  the  air  bills  in  front  of  me. 

Q.  But  you  rated  on  the  basis  of  the  highest  rated 
commodity  in  the  consolidated  shipment,  didn’t  you?  A. 
Right. 

Q.  And  unless  that  highest  rated  commodity  was  some¬ 
thing  that  you  haven’t  reflected  here,  there  would  be  some 
difficulty  in  arriving  at  a  lower  rate  of  return  on  con¬ 
solidated  shipments  than  for  any  other  commodity, 
wouldn’t  there?  A.  It  could  be  possible.  I  can’t  tell  you 
why  the  average  came  out  like  that  without  going  into 
a  detailed  analysis  of  each  air  bill. 

Q.  Have  you  any  other  reasons  why  that  might  be 
lower  than  the  average  return  of  any  other  commodity 
that  you  have  listed? 

Mr.  Miller:  Mr.  Gribbon,  which  column  are  you  talk¬ 
ing  about? 

Mr.  Gribbon:  Central  to  California,  page  19. 

The  Witness:  There  may  be  a  number  of  other  reasons. 
I  don’t  recall  them  to  mind  right  now. 

By  Mr.  Gribbon: 

Q.  Item  C  on  that  same  page,  central  to  California, 
shows  an  average  rate  of  return  on  auto  parts  and 

30497  accessories  of  33  cents.  Is  that  correct?  A.  I  be¬ 
lieve  it  is. 
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Q.  Do  you  have  a  special  rate?  Does  your  tariff  run 
as  high  as  33  cents/  A.  This  is  September,  1948.  Cer¬ 
tainly,  we  may  have  rates  varying  from  very  high  to  very 
low. 

Q.  These  are  relatively  small  shipments,  too,  aren’t 
they?  A.  That  must  be  the  reason. 

Q.  Do  you  think  that  explains  it?  A.  The  majority  of 
them  may  fall  in  column  one,  bearing  the  highest  rate. 

Q.  Then  would  you  look  at  your  average  rate  of  return 
over  in  the  grand  total?  Your  total  ton  miles  carried  of 
auto  parts  was  131,000,  of  which  103,000  was  carried  at 
33  cents  and  you  showed  an  average  return  on  the  total 
of  17.3  cents.  A.  Mr.  Gribbon,  I  will  check  that  one  also 
to  see  if  there  was  an  error  in  it.  As  you  know,  we  pre¬ 
pared  these  exhibits  in  great  haste  and  have  not  checked 
them  in  detail.  We  may  have  missed  that  one. 

Q.  Would  you  look  at  your  sheet  from  Texas  to  the 
various  other  areas?  That  is  SA-20.  You  have  an  item 
here,  “Government  Shipments  Moving  from  Texas  to  the 
Northeast.”  I  take  it  that  is  a  movement  from  Kelly  Field 
to  Westover.  A.  It  may  be  a  movement  from  Kelly 
Field  and  possibly  to  Westover. 

Q.  You  had  only  two  shipments.  Are  you  in  a  position 
to  disclose  what  this  commodity  was  that  moved? 
30498  Government  shipments  isn’t  an  ordinary  classifi¬ 
cation.  If  there  is  some  reason  why  it  shouldn’t 
be  disclosed  we  will  not  go  into  that.  A.  I  don’t  know 
what  the  particular  commodity  was. 

Q.  Did  you  carry  that  under  contract  to  the  Army? 
A.  We  carried  it  under  our  tariff. 

Q.  Under  your  common  carrier  tariff,  is  that  correct? 
A.  Under  the  tariff  that  is  on  file  with  the  Board. 

Q.  You  have  an  average  rate  of  return  on  that  of  13% 
cents,  is  that  correct?  A.  That  is  correct. 

Q.  Kelly  Field  is  a  demand  point,  isn’t  it?  A.  Kelly 
Field  is  set  out  in  our  tariff  on  file  with  the  Board  as  a 
point  that  we  will  serve. 
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Q.  Do  you  serve  it  on  a  demand  basis? 

Mr.  Miller:  Mr.  Examiner,  I  believe  I  can  shorten  this 
for  Mr.  Gribbon.  Those  points  are  served  under  a  special 
tariff  that  was  filed  with  the  Board  for  the  transportation 
of  Army  goods  between  these  Army  points  pursuant  to 
an  exemption  order  granted  by  the  Board. 

Mr.  Gribbon:  You  filed  a  special  tariff? 

Mr.  Miller:  That  is  right,  but  the  tariff  is  on  file  with 
the  Board  and  it  is  a  special  tariff  covering  the  trans¬ 
portation  of  Army  goods  to  and  from  these  Army  points. 
It  is  pursuant  to  an  exemption  order  granted  by  the 
Board. 

Mr.  Gribbon:  Was  that  tariff  filed  on  30-day  notice? 

Mr.  Miller:  I  don’t  recall  that.  It  was  filed  on  whatever 
notice  was  required  by  the  Board. 

Mr.  Gribbon :  Do  you  remember  what  date  it  was 
filed? 

30499  Mr.  Miller:  It  became  effective  August  25th,  I 
understand,  and  the  expiration  date  originally  was 
some  date  in  December  and  I  believe  it  is  in  the  process 
now  of  being  extended. 

Mr.  Gribbon:  What  was  the  basis,  what  ton  mile  re¬ 
turn? 

Mr.  Miller:  Board  minima. 

Mr.  Gribbon:  Was  it  a  flat  rate  to  the  Army?  Anything 
they  shipped  would  be  at  the  minimum? 

The  Witness:  It  is  a  published  tariff. 

Mr.  Miller :  Any  further  details  on  that,  Mr.  Examiner, 
1  think,  can  be  gotten  from  the  tariff  or  from  Mr.  Moor¬ 
man  as  a  policy  witness  of  the  company  in  connection 
with  that  Army  tariff.  I  was  simply  trying  to  clear  up 
the  legal  details. 

By  Mr.  Gribbon: 

Q.  You  list  Kelly  Field  as  a  demand  point  in  your  ex¬ 
hibits  here,  don’t  you?  A.  Yes,  sir. 
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Q.  Do  you  serve  it  as  a  demand  point?  A.  Yes,  we 
serve  it  under  this  tariff. 

Q.  Do  you  charge  your  zonal  rate!  A.  We  charge  the 
rates  set  out  in  this  tariff  on  file  with  the  Board. 

Q.  Then  you  don’t  serve  it  on  the  same  basis  you  serve 
your  other  demand  points?  A.  The  rates  are  made  up 
in  a  similar  manner,  I  am  sure.  As  to  the  construction 
of  the  rates,  Mr.  Moorman  will  be  able  to  review  that 
with  you. 

Q.  Your  service  to  a  demand  point,  or  your 
30500  rate,  according  to  your  published  tariff,  consists 
of  a  combination  of  the  rate  between  the  two  near¬ 
est  principal  points  plus  a  zone  charge  to  the  demand 
point,  isn’t  that  correct?  A.  That  is  correct. 

Q.  Is  your  rate  for  service  to  Kelly  Field  and  the  other 
Army  fields  made  up  on  that  basis?  A.  I  am  sure  that 
Mr.  Moorman  will  be  glad  to  review  the  whole  rate-mak¬ 
ing  policy. 

Q.  You  don’t  know?  A.  I  do  not  know. 

Q.  Your  Exhibit  SA-22  reflects  every  city  that  you 
served  in  the  months  listed  thereon,  including  all  of  your 
demand  points?  A.  That  reflects  all  of  the  points  that 
we  served  in  each  particular  month. 

Q.  Every  city  into  which  you  flew  in  these  months  is 
reflected  on  pages  22  and  23?  A.  In  these  particular 
months,  that  is  true.  Let  me  refer  you  to  Exhibits  SA- 
10- A  and  SA-10-B  which  set  out  all  of  the  demand  points. 

Q.  That  is  exactly  what  I  had  in  mind.  A.  It  so  hap¬ 
pens  on  these  particular  months  these  are  the  particular 
cities  we  served. 

Q.  So  that  looking  at  the  month  of  September,  1948,  at 
page  23,  when  you  talk  about  the  California  area  in  the 
preceding  exhibits  showing  your  flow  of  traffic,  you  are 
talking  about  two  cities,  are  you,  Los  Angeles  and  San 
Francisco?  They  are  the  California  area?  A.  Yes, 
sir. 
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30501  Q.  In  that  month  of  September,  you  served  no 
other  city  in  the  California  area?  A.  It  so  hap¬ 
pens  in  that  month  we  didn’t  have  any  demand  point  ser¬ 
vice  which  we  did  in  the  preceding  month. 

Q.  Do  your  work  papers  show  the  breakdown  of  traffic 
between  Los  Angeles  and  San  Francisco?  A.  Break¬ 
down  in  what  way? 

Q.  By  commodities  into  and  out  of  Los  Angeles  and 
San  Francisco?  A.  No,  sir. 

Q.  They  do  not?  A.  No,  sir. 

Q.  How  do  you  get  an  area  total  without  knowing  what 
moved  into  the  only  two  cities  you  served  in  the  area? 
A.  They  certainly  are  available.  We  did  it  by  machine 
and  I  imagine  if  you  would  re-wdre  an  IBM  machine  to 
sort  it  out  a  different  way  you  could  get  it. 

Q.  Do  you  have  an  IBM  machine  that  sorts  bv  area? 
A.  It  combines  by  area. 

Q.  It  combines  any  cities  you  want  it  to  combine, 
doesn’t  it?  A.  To  an  area. 

Q.  Again  in  the  month  of  September,  1948,  when  you 
speak  of  the  northeast  area  as  a  point  of  origin,  as  an 
area  of  origin,  wThat  you  mean  is  the  City  of  Newark  or 
the  City  of  Philadelphia  except  for  the  Army  shipments 
you  served  into  Westover  Field,  is  that  correct?  A.  For 
emplaned  or  outbound  traffic. 

Q.  That  is  right.  A.  That  is  true  for  this  particular 
month. 

30502  Q.  For  the  month  of  July,  1948,  you  are  still 
talking  about  two  cities,  Newark  and  Philadelphia. 

That  is  the  entire  northeastern  area,  isn’t  it?  A.  For 
this  particular  month  those  are  the  cities  we  served  in 
the  area.  In  other  months,  we  have  served  our  demand 
points. 

Examiner  Radcliffe:  Mr.  Gribbon,  I  see  no  point  in 
going  on  down  through  this  for  each  of  these  areas. 


2721 


Excerpts  from  Testimony  of  W.  R .  LobdeU 

Mr.  Gribbon:  I  just  wanted  to  make  clear  what  wTe  are 
talking  about. 

Examiner  Radcliffe:  I  feel  it  is  clear. 

Mr.  Gribbon:  In  some  other  instances,  Mr.  Examiner, 
we  find  that  at  a  later  time  they  say,  “Well,  the  demand 
points  were  included,  were  in  the  totals  for  the  city  which 
they  were  located  nearest,  leaving  the  impression  that 
there  were  several  demand  points  clustering  around  New¬ 
ark  or  Philadelphia  that  were  also  served  and  included 
within  that  total. 

The  Witness:  It  so  happens  that  these  particular 
months  are  very  lean  in  demand  point  service.  Other 
months  we  served  a  number  of  demand  points. 

Mr.  Lorch:  I  object  to  that  statement,  Mr.  Examiner, 
and  I  move  that  it  be  stricken  unless  they  provide  the  de¬ 
tail 

Mr.  Miller:  The  detail  is  in  there. 

Examiner  Radcliffe:  The  objection  is  overruled  and 
let’s  get  on  with  the  cross  examination. 

Mr.  Lorch:  If  we  want  to  stick  to  the  facts,  I  think 
we  should  avoid  generalities. 

By  Mr.  Gribbon: 

30503  Q.  Looking  at  pages  SA-50  and  51,  there  you 
list  the  demand  points  that  you  have  served  each 
quarter  and  the  number  of  times  that  you  have  served  it. 
I  don’t  have  all  of  the  reports  that  you  have  filed  with 
the  Board  from  time  to  time.  Could  you  tell  me  if  for 
each  of  these  quarters  you  have  filed  with  the  Board  in¬ 
formation  that  shows  the  total  number  of  flights  you  made 
and  the  total  tons  or  pounds  emplaned  or  deplaned? 
That  is  for  your  whole  system.  A.  Starting  with  August 
of  1947,  that  is  on  file  with  the  Board. 

Q.  In  the  quarter  ended  March  31,  1947,  do  you  have 
a  figure  which  would  show  the  total  number  of  stops  that 
you  operated  and  the  total  pounds  that  you  emplaned  or 
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deplaned!  As  I  understand  it,  this  is  just  your  demand 
point  service.  In  order  to  compare  the  importance  of  the 
demand  point  service  to  your  principal  point  service,  what 
I  am  after  is  the  total  amount  of  service  you  provided  in 
that  period  in  terms  of  number  of  flights  and  number  of 
pounds  emplaned  or  deplaned.  A.  We  don’t  have  that 
information  available. 

Q.  You  do  not  have  it  available!  A.  Not  in  my  work 
sheets. 

Q.  Would  you  produce  that! 

Mr.  Miller:  Mr.  Examiner,  I  don’t  believe  that  is  re¬ 
quired  under  the  Board’s  order.  I  don’t  see  that  it  would 
serve  any  particularly  useful  purpose  to  put  us  to  that 
trouble.  Accordingly,  we  object  to  furnishing  any  addi¬ 
tional  information  on  that  subject. 

Examiner  Radeliffe:  Very  well.  The  Examiner 
30504  will  not  direct  that  they  furnish  that  information. 

Mr.  Gribbon :  Mr.  Examiner,  may  I  suggest  that 
it  is  pertinent  to  that  part  of  the  Board’s  order  which  in¬ 
quires  into  demand  service,  the  scope  of  the  demand  ser¬ 
vice,  that  without  such  figures  there  is  no  way  of  deter¬ 
mining  of  what  importance  the  demand  service  is  to  the 
total  Slick  operation. 

Now,  for  the  later  quarters  we  can  do  that  because 
they  have  in  their  reports  to  the  Board  filed  those  figures, 
as  I  understand  it. 

Mr.  Lorch:  There  is  a  specific  provision  of  the  order 
dealing  with  this,  Mr.  Examiner.  This  is  one  of  the  points 
that  they  make  such  a  to-do  about  and  how  can  you  arrive 
at  it  unless  you  can  make  a  comparison? 

Mr.  Miller:  Mr.  Examiner,  that  information  is  furnished 
in  our  quarterly  reports  for  the  periods  that  it  is  required. 
It  has  been  required  for  the  Board  in  its  reporting  require¬ 
ments. 

Mr.  Lorch:  What  information!  You  say  “that  infor¬ 
mation”. 
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Mr.  Miller:  The  number  of  stops  at  each  station,  in¬ 
cluding  the  principal  stations  and  the  demand  point  sta¬ 
tions  by  quarter.  It  shows  the  number  of  departures  and 
the  revenue  freight  handled,  tons  emplaned  and  deplaned. 
I  don’t  think  we  should  be  required  to  furnish  any  addi¬ 
tional  information  other  than  that  that  has  been  furnished 
on  that  subject  pursuant  to  the  reporting  requirements  of 
the  Board. 

Examiner  Radcliffe:  What  is  the  period  covered  by 
those  reports? 

Mr.  Zapple:  I  would  like  to  remark  at  this  time,  Mr. 
Examiner,  that  Public  Counsel,  in  the  oral  argument,  pre¬ 
pared  a  compilation  of  the  figures  from  the  reports 
30505  filed  by  the  various  carriers  and  the  exhibit  or 
compilation  was  distributed  by  Public  Counsel  at 
that  time  and  did  show  all  of  the  flights,  arrivals  and  de¬ 
partures,  that  were  reported  by  Slick  Airways  up  to  June 
30,  1948,  by  quarterly  periods,  from  August  17,  1947 
through  the  quarter  ending  December  31,  1947,  the  quarter 
ending  March  31,  1948,  and  the  quarter  ending  June  30, 
1948. 

Examiner  Radcliffe:  The  request  here  would  be  to  go 
back  beyond  August  of  1947  so  that  you  could  have  data  to 
compare  with  this  quarter  ended  March  31,  1947,  and  June 
30,  1947. 

Mr.  Gribbon:  And  the  month  of  July,  1947.  The  par¬ 
ticular  reason  for  that,  Mr.  Examiner,  is  that  the  excuse 
for  not  providing  more  demand  service  is  that  they  were 
not  authorized  to  serve  all  of  these  cities  after  they  be¬ 
came  common  carriers,  whereas  before  they  became  com¬ 
mon  carriers  they  could  serve  as  many  as  they  wanted  to. 
What  we  should  do  is  compare  the  scope  of  the  service 
provided  in  that  period  when  there  was  absolutely  no  re¬ 
striction  on  them. 

Examiner  Radcliffe :  I  still  feel  that  the  data  to  be  fur¬ 
nished  by  the  carriers  under  the  Board’s  order  with  re- 
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spect  to  demand  service  is  a  matter  of  their  direct  presen¬ 
tation.  It  is  in  support  of  their  application.  I  will  not 
direct  that  they  furnish  additional  data  on  that. 

Mr.  Lorch:  The  record  will  show,  then,  that  Slick  re¬ 
fuses  to  supply  that  information,  is  that  correct? 

Examiner  Radcliffe:  I  believe  that  is  already  on  the 
record. 

30506  Mr.  Lorch:  Just  so  I  understand  Mr.  Miller  in 
the  statement  that  he  made  a  moment  ago,  in  the 
June  quarterly  report,  June  30,  1948,  page  6,  you  show 
1,967  departures  and  you  multiply  that  by  two  in  order  to 
get  the  total  of  arrivals  and  departures.  That  doubled 
figure  of  3800  and  some  odd  flights  is  to  be  compared  with 
the  20  demand  stops  for  the  quarter  ending  June  30,  1948, 
on  page  51?  Is  that  the  way  it  looks? 

Examiner  Radcliffe :  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Radcliffe :  On  the  record. 

Mr.  Miller:  As  I  understand  your  question,  Mr.  Lorch, 
in  order  to  arrive  at  the  difference  in  making  the  com¬ 
parison  between  the  quarter  ended  June  30,  1948  figures  at 
page  6  of  a  prior  report  of  Slick  Airways  to  the  Board,  as 
against  page  51  of  Slick  exhibits,  if  you  multiply  the  figure 
1967  by  two  in  order  to  get  arrivals  and  departures  you 
would  have  to  multiply  the  figure  20  in  Exhibit  51  by  two 
in  order  to  have  arrivals  and  departures. 

Mr.  Lorch:  Thank  you  very  much. 

Examiner  Radcliffe:  Proceed,  Mr.  Gribbon. 

By  Mr.  Gribbon:' 

Q.  Would  you  turn,  please,  to  page  24  where  you  dis¬ 
cuss  in  your  exhibit  billed  tonnage  and  dead  weight  ton¬ 
nage  ?  When  you  say  dead  weight,  you  mean  actual  weight, 
don’t  you?  A.  Yes,  sir. 

Q.  When  you  say  billed  weight,  you  mean  something 


2725 


Excerpts  from  Testimony  of  W.  R.  LobdeU 

other  than  actual?  A.  Dead  weight  and  actual  weight  may 
be  similar.  Billed  weight  is  actually  the  weight  that  we 
bill  them  for.  So  you  cannot  say  that  any  one  of 

30507  them  are  actual 

Examiner  Radcliffe:  But  the  billed  weight  is  a 
fictitious  weight  and  not  the  actual  weight.  It  is  a  fictitious 
weight  used  for  billing  purposes. 

The  Witness :  We  will  accept  the  word. 

Mr.  Miller :  It  may  or  may  not  be. 

Examiner  Kadcliffe:  Where  there  is  a  difference,  it  is 
not  the  actual  weight? 

Mr.  Miller:  That  is  right. 

By  Mr.  Gribbon: 

Q.  I  would  like  to  just  make  clear  on  the  record  how 
the  billed  weight  is  arrived  at.  I  think  perhaps  if  you 
would  turn  to  the  rule  in  your  tariff,  which  I  think  is 
Rule  3.1  from  which  this  billing  proceeds,  you  would  find 
that.  I  am  looking  at  rule  3.1  of  Slick  Airways  official 
air  freight  rules,  Tariff  No.  21.  It  is  paragraph  F  of 
that  rule  that  provides  “Air  transportation  charges  shown 
for  shipments  weighing  aggregately  less  than  six  and  a 
half  pounds  per  cubic  foot  will  be  charged  for  at  the  rate 
of  six  and  a  half  pounds  per  cubic  foot.” 

Now,  as  I  understand  the  application  of  that  rule,  when 
a  shipper  brings  you  anything  to  move  and  the  actual 
weight  on  the  scales  is,  say,  100  pounds,  but  that  shipment 
weighs  less  than  6%  pounds  per  cubic  foot  that  it  occupies, 
then  in  order  to  determine  the  charge  on  that  shipment  you 
forget  about  the  actual  weight  of  the  shipment  on  the 
scales  and  you  multiply  6%  pounds  by  the  number  of 
cubic  feet  that  the  shipment  occupies.  Is  that  correct? 
A.  That  is  correct.  You  are  doing  the  same  thing 

30508  that  we  are. 

Q.  That  is  correct.  That  is  how  you  arrive  at 
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the  charge  for  that  shipment.  A.  At  the  billed  weight 
which  is  used  in  determining  the  charge. 

Q.  Then  when  you  speak  of  billed  weight,  you  are  there¬ 
after  talking  about  the  charge  that  you  made?  You 
charged  him  as  if  it  had  weighed  so  much,  is  that  cor¬ 
rect?  A.  That  is  correct. 

Q.  And  when  you  report  your  figures  to  the  Civil  Aero¬ 
nautics  Board,  you  don’t  report  the  actual  weight  that  you 
carried,  but  you  report  the  billed  weight  that  you  carried 
by  the  introduction  of  this  volume  rule?  A.  Yes. 

Q.  If  another  carrier  had  this  same  rule  but  reported 
its  tonnage  carried  to  the  Board  on  the  basis  of  actual 
weight  carried,  even  though  it  might  have  charged  on  the 
basis  of  the  same  rule,  that  wouldn’t  be  a  fair  comparison 
with  your  report  to  the  Board,  would  it?  A.  You  would 
certainly  have  to  convert  one  or  the  other. 

Q,  So  that  if  we  just  take  the  reports  as  they  sit  now, 
Slick’s  is  reported  on  a  billed  weight  basis  and  another 
carrier’s  on  an  actual  weight  basis?  A.  That  is  true. 

Q.  Slick’s  report  will  show  more  ton  miles  even  though 
they  both  might  have  carried  the  same  amount  of  traffic? 
A.  If  you  are  comparing  with  those  two  carriers,  true. 
The  ton  miles  based  on  billed  weight  shows  you  the  amount 
of  business  that  we  actually  did  in  the  air  freight 
30509  business. 

Q.  It  does  not  show  you  the  amount —  A.  Ex¬ 
cuse  me  for  interrupting.  Just  as  if  you  show  passenger 
miles  or  seat  miles.  When  you  have  that  seat  empty,  it 
is  an  empty  seat  mile.  When  it  is  full,  it  is  a  full  seat 
mile.  It  may  be  full  of  a  200  pound  man  or  a  50-pound 
child.  The  same  way  with  us.  When  we  carry  a  piece  of 
freight,  it  may  fill  up  the  airplane  weight-wise  or  it  may 
fill  up  the  airplane  volume-wise.  That  is  what  we  are  inter¬ 
ested  in,  a  full  airplane  load.  Therefore,  the  full  planeload 
worth  of  revenue. 
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Q.  Does  6 V2  pounds  per  cubic  foot  represent  a  full  plane¬ 
load?  A.  That  is  the  breaking  point  where  you  can  fill  an 
airplane  full  weight-wise  or  density-wise  or  volume-wise. 

Q.  Does  6V2  pounds  per  cubic  foot  represent  the  capa¬ 
city  of  your  aircraft?  A.  Weight- wise  and  volume-wise. 

Q.  And  what  capacity  is  that?  A.  Weight-wise? 

Q.  Weight-wise  and  volume-wise.  A.  That  is  10,200 
pounds. 

Q.  That  is  the  full  capacity  of  the  aircraft?  A.  Right. 

Q.  You  report  your  traffic  statistics  to  the  Board  by 
multiplying  the  billed  weight  by  the  mileage  you  have  actu¬ 
ally  flown?  A.  Billed  weight  times  the  route  mileage. 

Q.  That  is  mileage  actually  flown,  right?  A.  Not  in 
every  case.  We  have  routes  which  we  fly  gener- 
30510  ally.  Once  in  a  while  we  may  go  way  out  of  the 
way  for  weather.  The  mileage  used  is  the  route 
mileage.  It  is  not  inflated  by  the  out  of  the  way  flight 
miles. 

Q.  It  is  not  actual  mileage  flown?  A.  It  is  route  mile¬ 
age. 

Q.  Well,  take  a  trip  between  Dallas  and  Chicago. 
Doesn’t  the  mileage  you  fly  on  that  route  vary  from  day 
to  day?  You  don’t  always  fly  the  exact  same  number 
of  miles  there.  A.  There  is  an  average  route  distance. 

Q.  I  know  there  is  an  average  route  distance.  Doesn’t 
the  mileage  vary  each  day?  A.  Certainly. 

Q.  And  when  you  report  to  the  Board,  you  don’t  reflect 
those  variations,  you  simply  multiply  the  billed  poundage 
you  carried  by  some  figure  which  you  take  as  the  distance 
between  Dallas  and  Chicago?  A.  The  route  distance. 

Q.  Is  that  a  Great  Circle  distance?  A.  No,  that  is  a  route 
distance. 

Q.  How  is  that  computed  between  Dallas  and  Chicago, 
do  you  know?  A.  It  is  the  general  flight  distance  that  we 
have  used  between  the  two  cities  over  a  long  period  of 
time. 
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Q.  Is  it  prescribed  for  you  by  the  Civil  Aeronautics 
Administrator  or  by  any  other  government  board?  A. 
The  route  that  we  fly  or  the  distance? 

Q.  The  route  mileage  that  you  use  in  reporting  your 
statistics  to  the  Board.  A.  It  is  not  prescribed  by  any¬ 
body  other  than  Slick  Airways'  practice. 

30511  Q.  It  is  your  own  determination  of  what  the 
mileage  is  between  the  cities  that  you  serve?  A. 
That  is  right.  It  is  usually  the  shortest  airway  mileage 
between  the  cities. 

Q.  It  is  not  the  Great  Circle  mileage?  A.  No,  it  is  not 
the  Great  Circle  mileage. 

Q.  Is  it  the  shortest  airway  mileage  between  the  two 
cities?  A.  I  said  it  was  usually.  Sometimes  the  airway 
mileage  isn't  very  long.  Therefore,  it  is  a  shorter  mileage 
if  we  have  flown  across  the  airways  as  approved  by  the 
Civil  Aeronautics  Authority. 

Q.  What  mileage  do  you  use  between  New  York  and 
Chicago?  A.  I  don’t  have  that  mileage  right  here.  I  don’t 
recall  specifically  what  it  was. 

Examiner  Radcliffe:  Could  you  find  that  during  the 
luncheon  recess? 

The  Witness :  I  could  certainly  search  and  see  if  I  have 
it  with  me. 

Mr.  Gribbon:  I  would  like  to  request,  Mr.  Examiner, 
the  mileages  used  in  reporting  to  the  Board  on  all  of  the 
segments  they  fly.  As  I  see  it,  there  is  no  other  way  of 
knowing  what  that  figure  is.  They  don’t  use  the  mileage  as 
flown.  They  use  an  assumed  mileage  which  may  be  per¬ 
fectly  right.  It  may  be  non-stop  distance,  but  I  think  it 
should  be  in  the  record  what  it  is  since  that  is  an  impor¬ 
tant  component  of  the  statistics  on  file  with  the  Board. 
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•  •  »  •  • 

30513  Examiner  Radcliffe :  Come  to  order,  please, 
gentlemen.  I  understand  that  during  the  recess 

you  did  a  little  work  on  some  of  the  exhibits,  specifically  as 
to  figures  that  were  requested  by  Mr.  Gribbon. 

Do  you  have  some  corrections  you  want  to  make  now? 
The  Witness:  Yes,  sir,  I  have.  We  have  a  few  clerical 
errors  to  correct  with  reference  to  Exhibit  SA-4-B,  Page 
SA-12.  The  figure  in  the  grand  total  under  the  cents  per 
ton-mile  column  in  line  “I”  should  be,  the  figure  19.9 
should  be  11.4.  In  Exhibit  SA-4-D,  Page  SA-19,  the  cen¬ 
tral  area  to  California,  Line  C,  the  figure  appearing  in 
the  cents  per  ton-mile  column  of  33.0  should  read  1S.4. 

Over  in  the  grand  total  column  the  total  ton-miles 
should  read  301,118  instead  of  30,118.  It  is  301,118  ton- 
miles.  This  is  the  grand  total  of  the  total  ton-miles. 

•  •  •  •  * 

By  Mr.  Gribbon: 

Q.  Can  you  tell  me  the  mileages  which  you  used  in 
reporting  your  ton-miles  flown  to  the  Civil  Aeronautics 
Board?  A.  The  mileage  used  is  the  shortest  airway 
mileage  between  the  two  airports  flown  except  where  w’e 
have  received  approval  from  the  CAA  to  operate  off 
airways.  The  only  point  that  I  am  familiar  with 

30514  there  is  a  direct  flight  from  Dallas  to  Springfield, 
Missouri.  Other  than  that,  it  is  shortest  airway 

mileage  between  airports. 

Q.  Between  airport  of  origin  and  airport  of  ultimate 
destination?  A.  Between  the  origin  airport  and  the  next 
freight  stop,  whether  it  be  the  ultimate  destination  of 
the  aircraft  or  not. 

Q.  If  between  Dallas  and  Chicago  you  made  stops  at 
points  “X”  and  “Y”,  would  the  mileage  that  you  used  in 
reporting  that  to  the  Board  be  the  sum  of  the  mileage  from 
Dallas  to  “X”,  that  is,  airport  to  airport,  “X”  to  “Y”, 
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airport  to  airport,  and  “Y”  to  Chicago,  airport  to  air¬ 
port?  A.  Yes,  sir,  the  shortest  mileage  between  all  of 
those  points. 

Q.  Do  you  mean  the  mileage  shown  in  the  CAB  mile¬ 
age  book?  A.  The  mileage  shown  in  Yepson’s  Manual. 

Q.  You  don’t  use  the  CAA  mileage  book  consistently? 
A.  I  believe  they  are  one  and  the  same. 

Q.  I  am  not  familiar  with  Yepson’s.  I  don’t  see  any 
mention  of  it  in  the  mileage  book.  Is  there  any?  A.  It  is 
the  airway  mileage.  I  assume  that  the  mileage  shown  by 
the  CAA  and  Yepson  along  one  airway  would  be  the  same. 

Q.  But  if  there  were  a  difference,  you  used  Yepson, 
did  you?  A.  Yes,  sir. 

Q.  Would  you  look  at  Page  SA-33  where  you  indicate 
your  flights  between  areas.  Take  the  flight  that  is 
30515  labeled  “BC”.  That  would  be  a  flight  from  some 
place  in  California  to  some  place  in  the  middle 
western  area  to  some  place  in  the  northern  area,  is  that 
correct?  A.  Some  place  in  Southern  California. 

Q„  Do  you  have  a  mileage  which  is  the  mileage  that 
you  use  on  that  flight?  Do  you  have  in  your  records  some 
mileage  that  you  multiply  by  each  time  you  operate  that 
flight  or  does  it  change  from  flight  to  flight?  A.  I  do 
not  have  that  mileage  here. 

Q.  Do  you  know  if  that  is  the  way  you  compute  it? 
A.  It  is,  as  I  said  before,  the  shortest  airway  mileage 
between  the  origin  airport  and  the  enroute  freight  air¬ 
ports  and  the  ultimate  destination. 

Q.  That  flight  “BC”  might  serve  one  of  three  points 
in  the  middle  western  area?  A.  It  might  serve  one  of 
any  number  of  points  that  we  are  authorized  to  serve  in 
the  central  area. 

Q.  And  does  the  mileage  that  you  use  differ  as  the 
flight  serves  different  points  in  the  “C”  area?  A.  Cer¬ 
tainly. 
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Q.  You  don’t  have  a  set  mileage  from  California  to 
middle  west  to  the  eastern  area!  A.  No,  it  depends  on 
the  points  served. 

Q.  You  have  no  single  mileage  figure  for  each  of  these 
flights  listed  on  SA-33,  they  are  a  combination  of  several 
flights?  A.  No,  sir,  that  is  right. 

Q.  How  do  you  fly  Los  Angeles-Chicago  normally?  A. 

Los  Angeles-Chicago  is  flown  Los  Angeles,  Den- 
30516  ver  and  Chicago. 

Q.  So  the  mileage  you  use  on  that  flight  is  the 
combination  of  Los  Angeles  to  Denver  and  Denver  to 
Chicago?  A.  We  use  the  shortest  airway  mileage  be¬ 
tween  those  two  points. 

Q.  That  is  the  mileage  you  also  use  Los  Angeles- 
Chicago?  A.  That  is  right. 

Q.  At  Page  SA-24,  you  set  out  a  conversion  factor 
from  billed  weight  to  actual  weight.  Is  this  the  only  ef¬ 
fort  you  have  made  in  Slick  Airways  to  determine  what 
that  conversion  factor  is?  A.  This  is  the  onlv  effort  to 
my  knowledge. 

Q.  This  represents  your  study  of  air-bills  for  the  week 
ending  September  26,  1948?  A.  That  is  right. 

Q.  Does  your  company  feel  that  this  is  an  accurate 
representation  of  the  conversion  figure  between  billed 
weight  and  actual  weight?  A.  Your  question  being  is 
this  a  representative  period? 

Q.  Well,  is  there  anything  in  your  experience  which 
would  support  this  figure  or  do  you  accept  this  figure  as 
being  the  proper  conversion  factor  from  billed  to  actual 
weight?  A.  I  think  this  period  is  a  representative  pe¬ 
riod  and  wTould  be  a  good  conversion  factor. 

Q.  You  feel  that  for  any  one  of  your  months  a  person 
wanting  to  make  the  comparison  would  be  justified  in 
taking  these  two  conversion  factors  that  you  have  shown 
and  applying  them  to  your  billed  weight  figures?  A.  I 
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think,  obviously,  there  would  be  some  slight  changes 

30517  in  different  periods.  I  don’t  believe  they  would 
be  too  great. 

Q.  So  that  you  are  prepared  to  accept  these  figures  of 
conversion  factors!  A.  We  presented  them  as  conver¬ 
sion  factors. 

Q.  You  have  no  other  figures  which  you  think  are  in 
point  on  that!  A.  Not  to  my  knowledge. 

Q.  Did  you  look  at  all  of  the  air  bills  for  the  week  end¬ 
ing  September  26th  throughout  the  entire  system!  A. 
All  of  the  air  bills  that  Slick  Airways  handled  in  that  week. 

Q.  Was  there  an  air  bill  representing  each  of  the  com¬ 
modities  that  you  have  listed  on  Page  34  during  that 
week  in  September!  A.  Yes,  sir. 

Q..  Do  you  know  how  many  air  bills  there  were  for 
each  of  those  commodities!  A.  I  do  not. 

Q..  You  know  that  there  was  one  for  each  one  of  them! 
A.  Obviously  there  had  to  be  one  for  each  in  order  to 
get  a  conversion  factor. 

Q.  You  don’t  know  how  many  more!  A.  I  don’t  know* 
how  many.  You  will  notice  in  “S”  there  is  a  zero.  There 
is  no  number. 

Q.  What  is  the  significance  of  that!  A.  No  air  bills 
in  that  period. 

Q.  It  is  not  that  there  is  no  conversion!  A.  It  is  not 
that  there  is  no  conversion  factor  in  that  corn- 

30518  modify. 

Q.  That  means  there  are  no  phonograph  rec¬ 
ords  in  that  week  that  you  studied  it!  A.  That  is  true. 

Q.  Take  commodity  “D”  there,  building  materials, 
hardware  tools.  Do  you  know  what  commodities  were 
represented  in  the  air  bills  you  studied  that  you  classified 
under  “D”!  A.  No,  I  do  not. 

Q.  Over  on  Page  25  you  have  a  list  of  the  commodities 
that  you  classified  under  building  materials.  Wouldn’t  it 
make  a  significant  difference  in  computing  a  conversion 


2733 


Excerpts  from  Testimony  of  W.  R.  LobdeU 

factor  if  in  the  period  you  studied  everything  under 
building  materials  was  paint  or  if  everything  under 
building  materials  was  plywood?  A.  It  would  make  a 
lot  of  difference  if  everything  under  every  one  of  these 
classifications  were  one  particular  item  in  a  commodity. 
This  is  a  representative  period. 

Q.  But  you  don’t  have  any  idea  of  what  commodities 
were  included  in  this  classification  “D”  during  the  week 
you  studied?  A.  Building  materials,  hardware  and  tools, 
that  is  all  I  know. 

Q.  And  under  building  materials,  hardware  and  tools, 
you  list  paint  and  you  list  plywood.  Those  have  a  differ¬ 
ent  conversion  factor,  don’t  they,  those  two  commodities, 
paint  and  plywood?  A.  I  would  imagine  that  both  paint 
and  plywood  would  be  billed  under  the  actual  weight. 

Q.  You  don’t  knowT  that,  though?  A.  I  don’t 
30519  know  that. 

Q.  And  you  don’t  know  how  representative  a 
list  of  commodities  were  studied  under  building  materials? 

Mr.  Miller:  Mr.  Examiner,  I  believe  he  has  answered 
this  line  of  questioning  to  the  extent  that  it  is  capable 
of  being  answered.  He  has  indicated  that  it  was  a  rep¬ 
resentative  period.  It  was  taken  from  the  actual  air  bills. 
We  don’t  have  those  air  bills  here  and  we  cannot  tell  you 
what  the  commodities  were  in  those  air  bills  but  we  took 
it  for  a  certain  period  and  we  included  everything  in 
the  air  bills. 

I  don’t  think  it  serves  any  useful  purpose  to  pursue 
that  further. 

Mr.  Gribbon:  Mr.  Examiner,  I  think  it  all  goes  to  the 
validity  of  the  sample  studied  here  and  the  validity  of 
the  conversion  produced  as  a  result  of  that  sample  pe¬ 
riod.  He  has  a  category  of  building  materials  for  which 
he  shows  a  conversion  factor  and  I  believe  it  is  clear 
that  the  commodities  that  fit  under  that  have  different 
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conversion  aspects  and  I  am  trying  to  find  out  whether 
each  of  these  commodities  under  building  materials  was 
included  in  the  sample  week  or  whether  it  might  not  pos¬ 
sibly  have  been  only  one  of  those  commodities. 

Examiner  Radcliffe:  I  thought  that  on  your  general 
questions  at  the  beginning  he  stated  that  he  did  not  know 
without  waybills  what  the  break-down  in  each  category 
would  be  and  to  just  go  along  and  repeat  in  each  specific 
category  is  just  amplifying  on  that  and  not  adding  to 
the  record. 

Mr.  Gribbon:  I  think  it  is,  in  that  it  shows  that  it 
makes  a  difference  that  you  have  a  very  small  sample 
on  these  commodities  because  you  have  included 
30520  so  many  different  commodities  into  your  classifi¬ 
cations,  so  it  is  entirely  possible  that  only  half 
of  these  commodities  or  only  one  of  these  commodities 
would  be  included  in  your  sample  week  and  that  would 
throw  off  the  entire  computation. 

Examiner  Radcliffe:  But  this  witness  has  stated  he 
does  not  know,  so  to  merely  have  him  repeat,  “I  don’t 
know”,  on  each  item  is  not  adding  to  the  record. 

Mr.  Gribbon:  I  assume,  then,  that  the  witness  has  no 
recollection  of  the  number  of  air  bills  that  were  covered 
on  each  of  these  items  here  and  cannot  tell  us  which  of 
the  commodities  listed  on  Page  25  were  included  in  his 
study  for  that  sample  week  under  each  of  the  classifications. 

Examiner  Radcliffe:  That  is  my  understanding  and  if 
it  is  wrong,  he  can  correct  it. 

The  Witness:  I  would  like  to  point  out  one  thing. 

Mr.  Gribbon:  Is  that  a  correct  statement?  Would  you 
answer  that  for  the  record,  please? 

The  Witness:  That  is  correct.  May  I  point  out  one 
thing?  The  air  bills  listing  here  is  also  for  a  week.  You 
will  notice  there  are  a  number  of  various  commodities 
included  in  that  week.  You  can  make  the  assumption  that 
there  are  a  number  of  the  similar  commodities  included 
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in  this  other  week,  giving  you  an  average  conversion 
factor  for  each  commodity. 

By  Mr.  Gribbon: 

Q.  You  don’t  even  know  whether  there  was  more  than 
a  single  waybill  used  for  each  of  these  commodities,  do 
you?  A.  Right  now,  I  do  not  know. 

Q.  Looking  at  your  last  two  commodities,  “Y” 

30521  and  “S”,  “Y”  being  consolidated  shipments,  the 
conversion  factor  that  you  have  established  for 

“Y”  would  be  rather  meaningless  as  applied  to  any  period 
other  than  that  particular  week,  would  it  not?  A.  I 
wouldn’t  go  along  whole-heartedly  with  that.  I  believe 
that  this  would  be  representative  of  a  similar  period. 

Q.  Don’t  your  consolidated  shipments  simply  consist  of 
any  shipment  where  there  are  two  or  more  commodities? 
A.  Very  true. 

Q.  And  do  they  run  in  a  pattern  so  that  you  would  be 
in  a  position  to  predict  the  kind  of  a  commodity  that  was 
going  to  be  packaged  in  with  another  commodity  next 
week  or  next  month?  A.  In  a  general  way,  I  would  say, 
yes. 

Q.  You  don’t  feel  that  your  sample  of  consolidated 
shipments  is  going  to  vary  from  week  to  week  or  month 
to  month?  A.  It  will  vary  slightly,  as  I  stated  before, 
yes,  but  this  is  still  a  typical  week  and  therefore  you  have 
typical  conversion  factors. 

Q.  Down  at  the  bottom  of  Page  24  you  correct  for 
minimum  weight  and  arrive  at  a  conversion  factor  of 
point  eight  tenths  of  one  percent  as  being  the  proper 
conversion  from  billed  weight  to  actual  weight.  Is  that 
correct?  A.  Let  me  amplify  on  this  a  little  bit.  It  is  not 
a  correction.  The  last  three  items  appearing  on  SA-4-F 
are  an  elaboration  to  show  the  break-down  of  the  total 
six  point  one  percent  and  five  point  eight  percent  due  to 
these  two  different  factors. 

30522  Q.  Then  the  conversion  factors  that  you  have 
set  out  above  are  attributable  to  the  extent  of 
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fifty-three  sixty-firsts  to  the  application  of  the  volume 
rule  and  to  the  extent  of  eight  sixty-firsts  to  the  appli¬ 
cation  of  the  minimum  weight  rule,  is  that  correct?  A. 
That  is  correct. 

Q.  Your  practice  on  a  shipment  that  is  less  than 
twenty-five  pounds  is  to  bill  it  as  twenty-five  pounds? 
A.  That  is  true. 

Q.  Do  you  have  any  information  as  to  the  proportion 
of  your  shipments  that  are  under  twenty-five  pounds? 
A.  I  do  not  have  that  information.  The  conversion  factor 
in  this  period  was  point  eight  tenths  percent.  Therefore 
you  can  assume  it  is  a  very  small  weight  difference  or  a 
very  small  number  of  shipments  and  I  don’t  know  which. 

Q.  Of  the  conversion  factors  you  worked  out,  eight 
out  of  every  sixteen,  roughly  speaking,  were  attributable 
to  the  minimum  weight  rule,  were  they  not?  A.  No,  sir. 

Q.  Rather  than  eight  tenths  of  one  percent?  A.  That 
is  not  a  correct  ratio.  These  are  not  shipments.  These 
are  percentages.  They  are  percentages  of  weight,  not 
percentages  of  shipments. 

Q.  So  that  for  minimum  weight  conversion  you  will 
effect  only  eight  tenths  of  one  percent  of  the  total  weight 
carried  during  that  representative  period?  A.  That  is  a 
true  statement 

Q.  And  that  for  application  of  your  dimensional  rule 
you  have  to  convert  five  point  three  percent  of  the 
30523  total  weight  carried  during  that  period?  A.  That 
is  right.  Let  me  correct  my  statement  prior  to 
that.  This  eight  tenths  of  one  percent  is  due  also  to  the 
weight  break  factor. 

Q.  How  does  that  work?  A.  Not  only  to  minimum 
weight.  It  is  the  same  thing  that  any  carrier  does  when 
a  ninety-five  pound  shipment  receives  a  lower  charge  by 
applying  the  next  column  rates.  It  is  billed  as  a  hundred 
pounds. 

Q.  At  SA-27  where  you  present  the  number  of  con- 
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signees  served  during  these  four  months,  was  that  num¬ 
ber  determined  through  an  actual  study  of  the  waybill? 
A.  Yes,  sir. 

Q.  A  hand  count  of  the  waybill  to  determine  how  many 
different  consignees  were  served  during  that  month?  A. 
Yes,  sir. 

Q.  How  did  you  get  the  figure  for  consignees  served 
through  consolidators  or  forwarders?  A.  We  determined 
that  from  the  information  supplied  to  us  by  the  consoli¬ 
dator  or  forwarder  who  furnished  us  the  number  of  sep¬ 
arate  consignees  served  through  them  by  Slick  Airways. 

Q.  And  did  you  contact  every  single  forwarder  or 
consolidator  that  operated  over  Slick  Airways  during 
this  period?  A.  Yes,  sir. 

Q.  How  many  were  there?  A.  I  have  no  idea.  I  don’t 
have  a  record  of  the  number  of  forwarders. 

30524  Q.  You  don’t  have  a  record  on  your  work-sheets 
of  the  number  of  forwarders  in  any  one  of  these 
periods?  A.  I  don’t  have  it  with  me,  no  sir. 

Q.  But  this  is  a  precise  record,  your  own  consignees 
being  taken  right  from  your  waybills  and  the  consignees 
served  through  forwarders  and  consolidators  are  the  for¬ 
warders’  own  statements  that  you  served  as  to  the  con¬ 
signees  that  he  served  over  your  lines?  A.  Yes,  sir. 

Q.  Did  you  serve  each  of  these  consignees  directly?  In 
other  words,  you  list  186  consignees  in  Philadelphia  for 
October,  1947,  that  you  served  yourself.  Did  you  carry 
freight  yourself  to  Philadelphia  and  deliver  it  to  each  of 
those  consignees?  A.  We  carried  freight  ourselves  to 
Philadelphia  for  those  186  consignees.  How  it  was  de¬ 
livered,  I  do  not  know. 

Q.  You  actually  ran  your  airplane  into  Philadelphia  to 
serve  each  of  those  186  consignees?  A.  Yes,  sir. 

Q.  In  the  event  that  you  would  fly  to  Newark  and  for¬ 
ward  a  shipment  by  another  airline*  or  by  a  surface  car¬ 
rier  to  Philadelphia,  that  consignee  in  Philadelphia  is  not 
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included  in  your  total?  A.  That  consignee  would  appear 
in  the  Newark  figure.  He  'was  the  consignee  served  by 
Slick  Airways  through  Newark. 

Q.  The  consignee  is  located  in  Philadelphia?  A.  He 
may  be  located  in  Philadelphia  or  Boston  or  anywhere 
else.  He  was  served  by  Slick  Airways  through  Newark. 

Q.  These  figures,  then,  don’t  represent,  in  all 

30525  cases,  the  location  of  the  ultimate  consignee?  A. 
No,  sir.  That  is  the  point  where  Slick  Airways 

served  them. 

Q.  It  is  the  point  where  Slick  Airways  either  served 
the  consignee  directly  or  turned  the  shipment  over  to 
some  other  carrier?  A.  Yes,  sir. 

Q.  Do  you  know’  approximately  on  how  many  occa¬ 
sions,  or  can  you  give  any  figures  as  to  how  many  of 
these  693  shippers  in  Newark  are  really  located  outside 
of  Newark  and  were  served  by  a  combination  of  Slick 
plus  some  other  carrier?  A.  I  have  no  idea. 

Q.  But  those  are  included  in  your  Newark  consignees? 
A.  Yes,  sir.  I  would  imagine  that  the  majority  of  them 
are  New  York  through  Newark. 

Q.  Do  you  have  any  record  as  to  the  percentage  of 
your  shipments  that  terminate,  so  far  as  you  are  con¬ 
cerned,  in  New  York?  What  percentage  of  those  ship¬ 
ments  would  be  routed  onward  by  some  other  means  of 
transportation  or  some  other  air  carrier?  A.  I  imagine 
there  are  very  few.  I  do  not  know. 

Q.  Looking  at  your  July,  1948  number  of  consignees, 
Page  28,  do  you  know  how  many  flights  you  put  into  St. 
Louis  that  month?  From  time  to  time  you  have  reported 
to  the  Board  flights  by  quarters  into  various  cities.  Have 
you  got  any  that  would  tie  it  down  to  this  month  of 
July,  1948?  A.  I  don’t  have  any  record  with  me,  no,  sir. 
Q.  Do  you  serve  St.  Louis  regularly?  A.  Yes,  Mr. 
Gribbon. 

30526  Q.  Did  you  serve  it  regularly  in  July,  1948? 
Mr.  Miller:  I  suggest  that  be  reserved  for  Mr. 

Moorman. 
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The  Witness :  I  think  I  will  pass  that  to  Mr.  Moorman. 

By  Mr.  Gribbon: 

Q.  You  don’t  know  whether  you  served  it  regularly  or 
on  what  basis  you  served  itf  A.  I  can’t  recall  when  St. 
Louis  was  opened  up  as  a  regular  stop. 

Q.  You  don’t  remember  when  you  even  started  the 
service?  A.  I  will  refer  that  question  to  Mr.  Moorman. 
I  believe  he  is  more  capable  of  answering. 

Q.  Looking  at  the  shippers  you  served  in  St.  Louis  in 
July,  there  is  a  total  of  155.  54  you  served  directly  and 
101  through  forwarders  or  consolidators.  Do  you  happen 
to  know  whether  you  served  all  of  those  people  by  flying 
into  St.  Louis?  A.  I  will  make  the  statement  that  I 
believe  that  we  did. 

Q.  Looking  at  the  traffic  flow  for  July,  1948,  your  ex¬ 
hibit  beginning  at  SA-4-C,  I  have  run  down  the  total 
tonnage  that  was  off  loaded  in  the  entire  central  area 
during  the  month  of  July,  1948,  and  I  have  taken  the 
figures  of  seventy  tons  from  Page  14,  70.11,  4.41  tons 
from  Page  15,  and  38.96  tons  from  Page  16  and  179  tons 
from  Page  17.  That  is  the  total  amount  of  freight  that 
you  off  loaded  in  the  entire  central  area  in  the  month 
of  July,  isn’t  it?  A.  Yes,  sir. 

Q.  My  figure  on  that  comes  to  292.48  tons.  Would  you 
accept  that  tentatively  or  check  it?  A.  If  it  is  a  correct 
addition  that  is  a  true  statement. 

30527  Q.  At  Page  23  of  your  exhibit,  you  indicate  that 
one  half  of  one  percent  of  all  that  tonnage  was 
off  loaded  at  St.  Louis.  Is  that  correct?  A.  That  is 
true. 

Q.  If  you  take  half  of  one  percent  of  the  total  tonnage 
deplaned  in  the  central  area,  which  is  292  tons,  you  arrive 
at  a  figure  of  about  1.48  tons,  or  about  28  hundred  pounds, 
isn’t  that  correct?  A.  I  don’t  understand  what  you  are 
doing.  Are  you  taking  five  tenths  percent  of  292  tons? 
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Q.  That  is  right.  That  was  the  total  amount  off  loaded 
in  the  whole  central  area.  A.  That  is  a  meaningless 
figure. 

Q.  Would  you  certify  my  arithmetic  on  that!  A.  Point 
five  percent  is  the  percentage  of  the  total  tons  handled 
within  the  area. 

Q.  Isn’t  point  five  tenths  percent,  as  shown  on  Page 
23,  a  portion  of  the  total  freight  deplaned  in  the  central 
area  that  was  deplaned  at  St.  Louis?  A.  That  is  true. 

Q.  Isn’t  that  figure  about  twenty-eight  hundred  pounds? 
A.  Approximately. 

Q.  And  you  served  155  different  consignees  with  a 
total  of  twenty-eight  hundred  pounds  in  the  entire  month. 

Now,  as  I  understand  your  consignees,  if  you  served 
the  same  consignee  more  than  one  in  the  same  month 
you  didn’t  count  him  on  SA-28.  You  didn’t  duplicate 
your  consignees?  A.  That  is  true. 

Q.  Isn’t  that  your  general  practice,  that  you 
30528  do  serve  a  consignee  more  than  once  in  the  same 
month,  that  you  have  a  fairly  general  run  of 
consignees?  We  will  put  it  this  way,  you  don’t  have 
nearly  as  many  consignees  as  you  have  shipments,  do 
you?  A.  That  is  true. 

Q.  If  w*e  assume  that  each  of  these  consignees  had 
only  one  shipment,  the  total  amount  of  poundage  that 
you  deplaned  in  July  in  St.  Louis  was  28  and  your 
testimony  here  says  you  served  155  shippers.  If  each 
of  those  shippers  received  only  one  shipment  during  that 
month,  the  average  weight  would  be  about  seventeen  and 
a  half  pounds,  would  it  not?  A.  That  is  approximately 
correct. 

Q.  Does  that  jibe  with  your  notions  of  the  average 
weight  of  shipment  that  you  have  generally  carried  over 
Slick  Airways?  A.  For  St.  Louis,  that  is  it. 

Q.  You  think  that  is  typical  of  St.  Louis?  A.  In  this 
period,  it  certainly  is. 
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Q.  The  average  shipment  is  seventeen  pounds?  Would 
you  consider  that  to  be  typical?  A.  We  just  worked  it 
out  for  St.  Louis. 

Q.  If  you  take  that  same  tonnage  of  292  tons  and 
divide  it  into  the  total  number  of  shipments  in  the  central 
district  which  I  total  to  be  3,865,  in  accordance  with 
your  exhibits  here,  you  would  arrive  at  an  average  weight 
per  shipment  of  about  150  pounds,  wouldn’t  you?  A.  If 
those  calculations  are  correct.  I  haven’t  made  them. 
30529  Q.  Is  there  anything  in  your  experience  that 
would  account  for  that  discrepancy  between  a 
seventeen  and  a  half  pound  average  weight  of  shipment 
at  St.  Louis  and  a  150  pound  average  shipment  in  the  en¬ 
tire  central  district?  A.  Obviously  you  can  have  a  large 
number  of  small  shipments  going  to  a  different  consignee 
which  would  average  out  to  eighteen  pounds  per  consignee. 

Q.  That  discrepancy  would  be  consistent  with  an  over¬ 
statement  of  shippers  served  at  St.  Louis,  would  it  not? 

Mr.  Miller:  Mr.  Examiner,  let  me  hear  this  question 
again. 

(Question  read  by  the  reporter.) 

Mr.  Miller:  I  think  that  question  is  argumentative  and 
I  will  object  to  it. 

Examiner  Radcliffe :  I  think  the  answer  is  obvious,  that 
it  might  be,  but  I  think  it  is  argumentative  and  if  you  have 
any  data  to  indicate  that  it  is  proper  for  you  to  put  that 
on  rather  than  raise  it  that  way  here. 

Mr.  Gribbon:  You  sustain  the  objection? 

Examiner  Radcliffe:  I  will  sustain  the  objection. 

By  Mr.  Gribbon: 

Q.  Look  at  Page  31,  please,  Exhibit  8.  Do  you  report 
load  factor  to  the  Board  in  any  reports  that  have  been  re¬ 
quired  of  you?  A.  We  do  not  at  the  present  time. 

Q.  In  determining  your  load  factor,  you  used  10,200 
pounds  as  the  capacity  of  your  aircraft?  A.  That  is  right. 
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What  is  the  basis  for  that  figure?  A.  That  is 

30530  furnished  by  our  engineering  department  as  the 
maximum  capacity  of  the  C-46  over  our  routes. 

Q.  At  what  range  is  that  the  maximum  capacity  of  the 
C-46?  A.  I  believe  that  is  based  on  a  two-stop  trans¬ 
continental  flight  of  C-46. 

Q.  That  is  a  maximum  capacity  on  a  flight  that  hits  the 
east  coast,  the  west  coast,  and  two  intermediate  points? 
A.  That  is  right. 

Q.  How  do  you  fly  the  New  York-Chicago  route?  Do 
you  make  any  intermediate  stops?  A.  If  we  have  a  move¬ 
ment  between  New  York  and  Chicago  we  fly  from  New 
York  to  Chicago. 

Q.  You  don’t  make  any  intermediate  points?  A.  No,  sir. 
Q.  Do  you  serve  any  intermediate  points?  A.  If  we 
have  a  movement  from  New  York  to  Detroit  we  fly  New 
York  to  Detroit. 

Q.  Do  you  know  what  the  capacity  of  your  C-46  is  be¬ 
tween  New  York  and  Chicago?  A.  Ten  thousand  two 
hundred  pounds. 

Q.  That  is  the  capacity?  A.  It  may  vary  on  a  number  of 
conditions.  Maybe  it  is  instrument  weather.  May  it  is 
contact  flight  weather. 

Q.  Do  you  know'  what  the  maximum  poundage  is  that 
you  have  ever  carried  between  New  York  and  Chicago? 
A.  No,  I  do  not. 

Q.  Do  you  know  that  you  have  carried  more  than  10,200 
pounds?  A.  I  am  sure  we  have. 

30531  Q.  So  that  the  capacity  is  more  than  10,200 
pounds  on  the  New  York-Chicago  flight,  isn’t  it? 

A.  Some  flights. 

Q.  Do  you  know  under  normal  conditions,  not  instrument 
weather,  what  the  capacity  of  the  C-46  is,  between  New 
York  and  Chicago?  A.  10,200  pounds. 

Q.  Under  what  conditions  is  your  capacity  greater  than 
10,200  pounds?  A.  If  we  have  the  freight  to  fill  an  air- 
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plane  to  11,000  pounds  and  we  have  no  other  flight  follow¬ 
ing  it,  we  may  choose  to  take  the  cost  of  making  an  addi¬ 
tional  landing  between  New  York  and  Chicago  and  carry 
more  freight  on  that  one  particular  flight 

Q.  How  much  more  than  the  10,200  pounds  can  you  car¬ 
ry?  A.  I  would  say  generally,  a  thousand  pounds,  some¬ 
times. 

Q.  Two  thousand?  A.  It  is  possible. 

Q.  Three  thousand?  A.  It  is  not  possible. 

Q.  In  other  words,  12,200  pounds  gets  to  be  about  the 
ultimate  capacity  of  your  aircraft?  A.  For  a  very  short 
haul  it  is  possible  to  carry  12,000  pounds. 

Q.  What  haul,  for  example?  A.  I  don’t  know,  off  hand. 

Q.  But  in  determining  load  factors  as  you  have  in  SA-31, 
you  give  no  consideration  to  the  poundage  in  excess 
30532  of  10,200  pounds  that  you  have  actually  carried? 

A.  We  certainly  give  it  consideration.  It  shows  up 
in  the  load  factors  that  are  prepared. 

Q.  By  being  in  excess  of  a  hundred  percent?  A.  That 
is  right. 

Q.  You  give  no  consideration  to  the  excess  capacity  in 
excess  of  10,200  pounds  in  computing  your  load  factors. 
A.  I  don’t  understand  exactly.  Excess  capacity?  If  we  are 
flying  from  New  York  to  Chicago  and  we  have  10,200 
pounds,  that  is  fulL 

Q.  Even  though  you  could  carry  11,200  pounds?  A.  If 
you  went  to  an  expensive  operation  of  making  a  landing 
every  hundred  miles. 

Q.  Every  hundred  miles?  A.  You  could  probably  carry 
more. 

Q.  Is  that  what  you  have  to  do,  land  every  hundred  miles 
to  get  a  capacity  above  10,200  pounds?  A.  As  to  the 
actual  mileage,  I  don’t  know.  You  would  need  a  payload 
curve  on  the  aircraft 

Q.  When  you  are  computing  your  load  factors  as  they 
are  presented  here,  you  don’t  look  to  the  actual  capacity 
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on  the  particular  flight,  do  you,  in  computing  your  load 
factors'?  It  is  immaterial  what  the  actual  capacity  is  on 
that  flight.  A.  On  every  flight  we  have  used  10,200  pounds 
as  a  hundred  percent  load. 

Q.  You  simply  assume  that  to  be  the  capacity!  A.  We 
have  established  that  as  the  average  one  hundred  percent 
load. 

30533  Q.  It  is  not  the  average.  It  is  one  hundred  per¬ 
cent,  isn’t  it?  A.  It  is  one  hundred  percent. 

Q.  You  assume  that  to  be  one  hundred  percent.  I  notice 
that  you  don’t  call  this  load  factor  a  weight  load  factor. 
It  is  not  a  weight  load  factor,  is  it?  A.  No,  it  is  a  load 
factor  based  on  10,200  pounds. 

Q.  But  not  a  weight  load  factor?  A.  Based  on  10,200 
pounds.  It  is  maximum  weight. 

Q.  In  determining  your  load  factors  also,  you  use  billed 
weight,  as  we  have  discussed  previously  here?  A.  True. 

Q.  Let  me  take,  for  example,  a  flight  from  Los  Angeles 
to  Chicago.  You  could  have  that  half  full  of  flowers  and  you 
could  have  room  for  additional  freight  and  yet  you  might 
have  a  load  factor  approaching  one  hundred  percent, 
might  you  not?  A.  With  the  right  combinations,  yes. 

Q.  In  other  words,  there  are  two  variables  in  the  compu¬ 
tation  of  your  load  factors.  First,  the  billed  weight.  A. 
Which  is  the  weight  that  we  actually  get  paid  for,  which 
is  the  weight  we  are  interested  in. 

Q.  But  even  though  you  have  a  billed  weight  of  10,200 
pounds  you  have  not  used  up  all  of  the  capacity  on  your 
airplane,  have  you?  A.  We  have  a  full  revenue-wise  load. 

Q.  You  have  received  revenue  for  10,200  pounds  but  you 
can  still  carry  more  on  that  airplane,  can  you  not?  A. 
Possibly  and  possibly  not. 

Q.  It  is  entirely  possible  that  you  can  carry 

30534  more  on  that  airplane  even  though  you  consider  it 
to  be  a  one  hundred  percent  load  factor.  A.  We 

might  not  have  space  for  it 
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Q.  Or  you  might  have  space  for  it.  A.  Or  you  might 
have  some  space. 

Q.  But  the  fact  that  you  say  you  have  got  one  hundred 
percent  load  factor  on  a  billed  weight  basis  doesn’t  mean 
that  you  have  used  up  one  hundred  percent  of  the  capacity 
of  your  airplane,  does  it?  A.  On  our  basis,  it  does.  It 
means  we  have  used  up  one  hundred  percent  of  our  capa¬ 
city.  We  have  a  full  airplane  revenue- wise  and  possibly 
weight-wise  and  possibly  space-wise. 

Q.  But  when  you  say  you  have  got  a  hundred  percent 
capacity,  that  means  you  have  used  up  110,200  pounds  on 
a  billed  weight  basis?  A.  Right 

Q.  What  is  the  highest  load  factor  you  have  ever  ex¬ 
perienced  on  a  westbound  flight?  I  notice  at  Page  32  you 
indicate  a  load  factor  of  125  percent.  Do  you  ever  have  two 
hundred  percent  load  factors?  A.  No,  sir. 

Q.  Is  there  any  ceiling  on  it?  A.  Looking  through  these 
exhibits  which  certainly  would  be  representative,  that 
seems  to  be  the  maximum. 

Q.  But  even  on  that  flight  you  might  have  been  able  to 
carry  more,  mightn’t  you?  A.  I  doubt  it  very  much. 

Q.  You  feel  that  a  hundred  and  twenty-five  percent  is 
approaching  a  ceiling?  A.  Yes,  sir. 

30535  Q.  In  computing  your  flight  load  factors,  do  you 
at  every  stop  actually  measure  the  volume  of  the 
shipments  contained  in  that  flight?  A.  At  every  stop? 

Q.  Yes.  A.  Measure  the  volume? 

Q.  Yes.  A.  When  a  shipment  is  billed  it  is  checked  to 
see  whether  it  takes  the  dimensional  or  the  actual  weight. 
That  is  the  point  when  we  assign  it  the  billed  weight. 

Q.  Take  a  flight  from  Los  Angeles  to  Chicago  to  New 
York.  You  off-load  some  of  your  freight  in  Chicago.  Then 
how  do  you  compute  your  load  factor  from  Chicago  on  to 
New  York?  A.  On  the  basis  of  the  billed  weight 

Q.  You  don’t  just  estimate  that  the  plane  is  one  third 
full  or  one  half  full  or  seventy-five  percent  full?  A.  We 
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have  to  comply  with  CAA  regulations  just  as  well  as  you. 
We  have  to  know  how  much  weight  is  on  the  airplane. 

Q.  You  don’t  have  to  know  what  the  capacity  of  the 
airplane  is,  though,  in  your  reports  to  the  Board,  do  you! 
You  don’t  report  anything  to  the  Board  which  shows  the 
capacity  of  the  freight  flights  you  have  operated?  A.  The 
Board  hasn’t  requested  any  information  other  than  this. 

Q.  You  have  not  reported  that?  A.  No,  we  have  not 
reported  it. 

Q.  Again,  could  you  give  me  roughly  the  manner 
30536  in  which  you  struck  the  averages?  Take  Page  34 
where  you  show  your  September,  1948  load  factor. 
You  arrive  at  an  average  of  seventy-two  percent.  Did  you 
simply  add  up  each  of  these  flights  and  add  up  each  of  the 
percentages  and  divide?  A.  I  will  have  to  apologize. 
There  should  be  a  footnote  at  the  bottom  of  the  page  to  ex¬ 
plain  that  these  are  merely  a  numerical  average  of  the 
number  of  flights  listed  above. 

Q.  So  what  you  did  was  take  every  single  flight  listed 
on  that  page?  A.  You  are  referring  to  Exhibit  SA-8? 

Q.  8-C,  I  am  referring  to,  Page  34.  A.  Exhibit  SA-8-C, 
the  averages  shown  at  the  bottom  are  numerical  averages 
which  will  be  very  close.  They  may  be  off  one  or  two  points. 

Q.  But  on  that  basis,  flight  “H”  between  San  Francisco 
and  Los  Angeles  or  Los  Angeles  and  San  Francisco  counts 
the  same  in  your  average  as  a  flight  “B”?  A.  I  would  like 
to  clarify  that.  There  is  no  overall  average  shown  in  Ex¬ 
hibits  8- A,  -B  and  -C.  There  is  merely  an  average  for  each 
individual  flight. 

Q.  I  appreciate  that.  A  On  Exhibit  SA-8,  there  is  an 
average  for  the  month  which  is  a  weighted  average. 

Q.  Could  you  tell  me.  this?  What  is  the  relationship 
between  the  figure  72.9  percent  on  Page  31,  which  is  said  to 
be  your  load  factor  for  September,  and  the  figures  at  the 
bottom  of  page  34,  which  are  the  average  load  factors  for 
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the  various  flights?  Can  you  get  from  one  to  the  other? 
A.  No. 

30537  Q.  There  is  no  relationship?  A.  This  average 
shown  in  SA-8  is  an  accurate  weighted  average  for 

the  month. 

Q.  Based  first  on  billed  weight,  which  you  use  all  the 
time,  and  second,  on  assuming  10,200  pounds  to  be  the  capa¬ 
city  of  your  aircraft,  regardless  of  actual  capacity? 

Mr.  Miller:  Mr.  Examiner,  I  object  to  that,  “regardless 
of  actual  capacity”.  I  don’t  think  we  need  that  added  here. 
I  think  he  has  explained  that  10,200  pounds  adequately  and 
we  don’t  need  any  comment  on  it. 

Examiner  Radcliffe:  I  will  let  the  words  stand.  The 
capacity  actually  varies  and  in  computing  this  you  figure  it 
on  a  10,200  pound  base.  Will  you  answer  the  question? 
Mr.  Gribbon :  I  would  like  to  have  the  question  read  back. 

(Question  read  by  the  reporter.) 

The  Witness:  It  is  based  on  actual  billed  weight  and 
10,200  pounds  as  an  actual  one  hundred  percent  load. 

(Discussion  off  the  record.) 

By  Mr.  Gribbon: 

Q.  This  series  of  balance  sheets  that  you  have  presented 
in  section  B,  this  is  a  balance  sheet  for  Slick  Airways,  Inc., 
including  all  of  its  divisions?  A.  It  is. 

Q.  What  divisions  does  it  have?  A.  I  would  like  to 
have  you  ask  Mr.  Moorman  that  question.  He  can  explain 
our  various  divisions. 

Q.  Are  you  familiar  with  the  build-up  of  your  flight 
equipment  account?  A.  I  am  not  too  familiar  with 

30538  it,  Mr.  Gribbon.  I  am  not  an  accountant  and  I  don’t 
have  the  general  ledger  books  here. 

Q.  Could  you  begin  with  the  March  31,  1947  account 
which  shows  flight  equipment  at  $635,000  and  indicate  the 
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major  reasons  for  the  substantial  reductions  and  increases 
that  have  taken  place  in  that  account  ?  A.  I  think  obvious¬ 
ly  there  are  fluctuations  in  the  flight  equipment,  losses  of 
aircraft  or  additions  of  aircraft. 

Q.  Does  the  figure  of  $635,000  appearing  in  SA-35  repre¬ 
sent  the  cost  of  flight  equipment,  the  actual  cost  of  flight 
equipment  in  use  at  that  date?  A.  Yes,  that  is  the  actual 
cost  of  the  flight  equipment 

Q.  That  includes  the  C-48’s  that  you  operate  and  what 
other  items  of  flight  equipment  are  included  in  there?  A. 
C-46  aircraft  and  their  flight  equipment. 

Q.  Other  than  the  aircraft  itself,  what  items  of  equip¬ 
ment  are  included  there?  A.  None,  other  than  flight  equip¬ 
ment. 

Q.  Do  you  include  propellers,  spare  propellers,  spare 
motors?  A.  We  include  aircraft,  aircraft  engines,  propel¬ 
lers,  radio  equipment,  oxygen  equipment. 

Q.  This  is  the  actual  cost  of  the  equipment  that  you  have? 
A.  Yes. 

Q.  Your  report  for  September  30  to  the  Board  indicates 
that  as  of  that  date  you  had  purchased  six  C-46’s  at  ap- 
i  proximately  fifty  thousand  dollars  apiece,  forty- 
30539  nine  thousand,  five  hundred  forty  dollars,  which 
i  would  come  to  roughly,  three  hundred  thousand 
dollars.  It  that  correct? 

Mr.  Miller:  What  report  are  you  referring  to,  Mr. 
Gribbon,  the  quarterly  report? 

Mr.  Gribbon:  The  quarterly  report  due  September  30, 
for  title  quarter  ended  September  30.  It  is  at  Page  3.  That 
would  account  for  three  hundred  thousand  dollars  of  that 
account.  What  would  be  the  balance? 

The  Witness:  More  than  three  hundred  thousand. 

By  Mr.  Gribbon  : 

Q.  As  of  March  31,  1947,  there  are  six  aircraft  shown 
to  be  owned.  A.  You  are  talking  about  the  balance  sheet 
on  Page  SA-39? 
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Q.  No,  Page  35.  A.  Up  through  March  3,  it  shows  ap¬ 
proximately  three  hundred  thousand. 

Mr.  Miller:  I  would  suggest  that  we  reserve  this  ques¬ 
tion  for  Mr.  Moorman  or  after  a  moment’s  consultation 
with  Mr.  Moorman  this  witness  can  answer  it.  There  is  a 
ready  answer  to  your  question,  Mr.  Gribbon,  and  I  don’t 
care  which  way  we  give  it  to  you,  Mr.  Gribbon. 

•  •  •  •  • 

30541  The  Witness:  I  believe  the  question  was  what 
made  up  the  account  “Flight  Equipment”  in  Ex¬ 
hibit  SA-9-A.  From  the  records  I  have  here  there  was  ap¬ 
proximately  five  hundred  thousand  dollars  in  aircraft, 
taking  it  from  Page  1-F-l,  aircraft  utilized  in  our  quarterly 
report. 

Mr.  Lorch:  What  quarter? 

The  Witness:  The  quarter  ending  March  31,  1948. 

Examiner  Radcliffe:  1948? 

The  Witness:  No,  1947. 

By  Mr.  Gribbon : 

Q.  How  many  aircraft  does  that  represent?  A  Ten 
aircraft. 

Q.  What  is  the  cost  of  each  of  those,  approximately  fifty 
thousand  dollars?  A.  That  is  approximately  right. 

Q.  You  bought  those  from  the  government,  did  you  not? 
A.  Some  of  them  we  did. 

Q.  Was  that  the  amount  of  money  you  actually  paid  to 
the  vendor  of  those  aircraft,  fifty  thousand  dollars?  A. 
No,  that  is  the  approximate  cost  of  those  aircraft  to  us. 

Q.  And  how  do  you  compute  that  cost?  A.  That  is  the 
actual  cost  of  those  aircraft. 

Q.  Did  you  pay  fifty  thousand  dollars  to  the  vendor  for 
each  of  those  aircraft?  A.  I  am  not  sure. 

Mr.  Miller:  1  would  suggest  that  be  reserved  for  Mr. 
Moorman.  He  can  give  that  information. 
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Examiner  Radcliffe :  All  right. 

30542  Did  you  have  any  other  statement  as  to  the 
$635,000? 

The  Witness:  The  other  items  in  the  flight  equipment 
item  are  included  as  prescribed  by  the  uniform  system  of 
accounts.  I  can  tell  you  in  general  they  must  have  been 
flight  equipment,  spare  parts  or  assemblies  and  improve¬ 
ments  to  leased  flight  equipment,  miscellaneous  flight  equip¬ 
ment. 

By  Mr.  Gribbon: 

Q,  Five  hundred  thousand  dollars  of  it  represented  the 
amount  attributable  to  aircraft  as  of  March  31,  1947 ?  A. 
Approximately. 

Q.  Would  you  look  at  the  balance  sheet  for  September 
30,  1948,  SA-47?  This  balance  sheet  represents  the  finan¬ 
cial  picture  of  Slick  Airways,  Inc.,  including  all  divisions, 
does  it  not?  A.  It  does. 

Q.  On  accounts  receivable,  transportation,  is  that  ac¬ 
counts  receivable  of  the  transportation  division?  A.  That 
is  the  accounts  receivable  due  to  transportation.  Also 
there  is  a  sundry  transportation. 

Q.  Would  you  tell  me  what  the  difference  is  between 
those  two  accounts?  A.  I  refer  you  to  the  uniform  system 
of  accounts.  We  have  our  accounting  system  in  accordance 
with  the  uniform  system  of  accounts.  It  has  been  audited 
by  the  CAB  and  by  Price  Waterhouse. 

Q.  When  was  it  audited  by  CAB?  A.  I  would  like  to 
refer  that  to  Mr.  Moorman.  I  do  not  know  the  exact  date. 

Q.  This  account  $305,000,  are  those  accounts  re- 

30543  ceivable  of  the  transportation  division  alone?  A. 
They  are. 

Q.  How  about  U.  S.  Government?  A.  That  is  part  of 
our  supply  and  service  division. 

Q.  Is  that  figure  entirely  service  and  supply,  accounts 
receivable?  A.  There  is  no  transportation  in  that  account, 
if  that  is  your  question. 
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Q.  What  portion  of  the  $306,000,  accounts  receivable, 
is  owed  by  forwarders?  A.  I  have  no  idea. 

Q.  Can  you  supply  that  figure?  A.  That  would  be  up 
to  the  management. 

Mr.  Miller:  Mr.  Examiner,  I  don’t  believe  that  is  ma¬ 
terial  unless  specifically  required  and  it  is  of  a  confidential 
nature  and  I  don’t  think  we  will  volunteer  to  furnish  that 
information. 

Mr.  G-ribbon:  I  would  like  to  note  on  the  record  a  re¬ 
quest  for  that  information.  I  believe  it  is  pertinent  to 
their  fitness  and  ability  and  it  is  common  knowledge  that 
one  of  the  other  applicants’  financial  difficulties  was  caused 
by  over-extension  of  credit  to  freight  forwarders.  I  think 
the  details  on  that  might  be  pertinent  to  this  inquiry. 

Examiner  Radcliffe:  The  common  knowledge  of  which 
you  speak,  I  don’t  believe  is  of  record  in  this  proceeding. 

Mr.  Gribbon:  We  will  try  to  make  it  of  record  if  we 
get  the  opportunity. 

Examiner  Radcliffe:  At  this  time  I  will  sustain  the 
objection  if  there  was  one.  If  it  was  merely  a 
30544  refusal  to  voluntarily  furnish  the  information,  I 
will  not  direct  that  it  be  furnished. 

By  Mr.  Gribbon : 

Q.  Your  account,  spare  parts  and  supplies,  is  that  attribu¬ 
table  to  the  transportation  or  to  the  S.  S.  division?  A. 
That  is  attributable  to  the  transportation. 

Q.  Entirely?  A.  Entirely. 

Q.  And  your  account,  construction  work  in  progress, 
$160,900,  is  that  attributable  to  the  S.  S.  division  or  to  the 
transportation  division?  A.  I  believe  that  is  attributable 
to  the  transportation  division  entirely. 

Q.  What  is  the  nature  of  that  work?  A.  I  could  not 
tell  you.  I  do  not  have  my  general  ledger  and  journal 
entries  with  me. 
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Q.  Is  it  connected  with  the  provision  of  air  freight  serv¬ 
ice?  A.  Certainly.  Portions  of  it  are. 

Q.  You  just  cannot  tell  us  what  this  item  of  $161,000 
on  the  asset  side  of  your  balance  sheet  represents?  A.  I 
don’t  have  the  complete  break-down  with  me,  no  sir. 

Q.  Can  you  tell  us  what  items,  generally,  it  represents? 
A.  Certainly.  I  can  tell  you  the  items  that  are  included 
in  the  uniform  system  of  accounts  under  that  number. 

Q.  What  are  they? 

Mr.  Miller:  Mr.  Examiner,  I  believe  that  Mr.  Moorman 
can  better  supply  the  information  Mr.  Gribbon  wants  in 
this  connection.  Mr.  Moorman  is  not  an  accountant 
30545  either  but  I  believe  he  can  give  him  the  general 
information  he  is  seeking  in  connection  with  those 
two  items,  both  the  construction  item  and  the  spare  parts 
and  supplies. 

Examiner  Radcliffe:  Will  you  defer  that  question  then, 
Mr.  Gribbon? 

Mr.  Gribbon :  All  right. 

By  Mr.  Gribbon : 

Q.  This  account,  unamortized  expense  on  debt,  what  does 
that  represent?  A.  Just  exactly  what  it  says  there. 

Q.  What  debt?  A.  That  I  am  not  in  a  position  to  tell 
you.. 

Q.  You  don’t  know  what  debt  is  represented  by  26  and 
a  half  thousand  dollars  you  have  got  on  your  balance 
sheet  as  an  asset?  A.  I  do  not  know. 

Q.  Can  you  tell  me  what  the  basis  for  your  depreciation 
is,  what  is  the  life  of  the  aircraft  and  the  residual  value? 
A.  That  is  a  policy  question  and  I  will  defer  that  to  Mr. 
Moorman. 

Q.  Do  you  know*  it?  A.  I  do  not  know  all  the  details. 

Mr.  Gribbon :  I  have  additional  questions  along  the  line 
of  this  financial  statement  but  I  will  reserve  them  for 
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Mr.  Moorman.  Apparently  he  knows  more  about  the  bal¬ 
ance  sheet  than  this  witness  does.  I  will  hold  off  on  all 
of  them  until  he  goes  on  and  ask  him  those  questions. 

Examiner  Radcliffe:  Do  you  have  questions  other  than 
those? 

30546  Mr.  Gribbon :  Yes,  I  have  more  questions  here  on 
the  exhibits. 

The  Witness :  While  we  are  in  a  lull  here,  I  would  like 
to  clarify  one  point  that  was  misconstrued,  I  believe.  We 
were  talking  about  our  little  calculation  a  while  back  in 
conjunction  with  SA-5-A.  The  number  of  consignees 
served  through  forwarders  at  St.  Louis,  a  total  of  101, 
may  have  been  served  all  by  one  shipment.  There  is  no 
connection  between  the  number  of  shipments  in  the  traffic 
flow  and  this  number  of  consignees.  Therefore,  the  average 
weight  may  have  been  up  around  forty  pounds. 

By  Mr.  Gribbon : 

Q.  As  compared  with  the  average  weight  for  the  central 
area  of  150  pounds?  A.  I  don’t  agree  exactly  with  that  150 
pounds.  I  don’t  recall  where  that  came  from. 

Q.  On  page  52  you  have  recorded  a  request  for  demand 
service  not  rendered.  The  first  six  items  that  you  have 
listed  there,  down  through  that  New  York-Perrysburg 
movement,  I  take  it  you  were  unable  to  accommodate  any 
of  those,  is  that  correct?  A.  That  is  correct.  The  service 
was  not  rendered. 

Q.  Do  you  know  why  the  service  was  not  rendered?  A. 
I  do  not  know  why,  in  each  case,  the  service  was  not  ren¬ 
dered. 

Q.  You  simply  had  these  on  your  records  and  you  have 
no  indication  of  why  you  were  unable  to  provide  that 
service?  A.  I,  personally,  have  no  recollection  or  notes  as 
to  why  service  was  not  rendered. 

30547  Q.  Then  on  August  first  you  entered  into  your 
common  carrier  service,  right?  A.  Right. 
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Q.  And  you  received  a  letter  of  registration  authoriz¬ 
ing  ^ou  to  serve  certain  points  ?  A.  Eight. 

Q:  Are  there  any  requests  that  you  have  listed  here  after 
that  one  on  Page  52,  Boston-San  Francisco,  where  your 
letter  of  registration  would  have  permitted  you  to  provide 
the  service?  A.  I  don’t  believe  there  are  any  requests  for 
service  that  we  could  have  served. 

Qi  You  can’t  pick  out  any  one  of  those  that  you  could 
have  fulfilled  under  your  letter  of  registration?  A.  No, 
sir. 

Q:  You  haven’t  included  here  with  your  requests  for 
demand  service  any  request  that  you  would  have  been  able 
under  your  letter  of  registration  to  serve,  is  that  correct? 
A.  Reviewing  it  rapidly,  I  see  no  requests  that  we  could 
have  served. 

Q.  These  requests  that  you  have  included,  does  this  ex¬ 
haust  your  files  on  requests  for  demand  service  not  ren¬ 
dered?  A.  As  pointed  out  in  the  note  on  the  bottom  of 
Page  SA-55,  these  are  the  requests  that  we  had  record  of. 
We  had  hundreds  of  other  requests,  telephone  calls  and 
telegrams  that  we  have  made  no  record  of. 

Q.  But  these  do  represent  all  of  the  requests  that  you 
made  a  record  of?  A.  That  is  right.  And  generally 
30548  the  correspondence  which  was  kept  in  file. 

Q.  So  that  you  have  no  record  in  your  files  of 
any  request  for  demand  service  to  any  of  the  fourteen 
demand  points  that  you  were  authorized  to  serve  under 
your  letter  of  registration?  A.  I  am  sorry,  I  missed  the 
last  portion  of  that. 

Examiner  Radcliffe:  Read  it  back,  Mr.  Reporter. 

(Question  read  by  the  reporter.) 

The  Witness :  To  my  knowledge  we  have  no  requests  in 
the  files.  No  doubt  there  were  many  requests. 
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By  Mr.  Gribbon: 

Q.  But  it  so  happens  that  those  were  disposed  of  or 
those  were  of  such  an  informal  nature  that  they  were  not 
retained?  A.  There  may  be  many,  many  requests  on  rolls 
of  TWX  messages  which  could  be  gone  into. 

Examiner  Radcliffe:  That  is  argumentative.  I  think 
that  is  far  enough  on  it. 

By  Mr.  Gribbon : 

Q.  What  was  the  nature  of  these  requests?  Were  they 
actual  conversations  with  the  prospective  shipper?  A. 
Which  requests  are  you  referring  to? 

Q.  Any  one  of  them.  I  am  trying  to  get  a  picture  of 
just  what  these  requests  amount  to.  A.  These  requests 
were  mainly  letters  from  the  interested  party  requesting 
us  to  serve. 

Q.  And  this  would  be  their  statement,  that  they  would 
have  frequent  planeload  lots  or  that  they  would 
30549  be  regular  shippers?  A.  Where  we  show  a  quantity 
or  a  frequency,  that  is  their  statement. 

Q.  Was  rate  ever  discussed  in  connection  with  these  re¬ 
quests?  A.  I  am  sure  it  was. 

Q.  You  don’t  know  which  of  them?  A.  I  don’t  know 
which  of  them. 

Q.  Any  one  of  these  requests  or  all  of  them  might  have 
been  a  casual  request  for  information,  might  it  not?  “I  am 
a  chick  producer.  Do  you  provide  service  between  Council 
Bluffs  and  Scottsboro,”  or  something  of  that  nature?  A. 
Where  the  man  says,  “I  am  a  chick  producer  and  I  would 
like  to  ship  twenty  to  thirty  thousand  pounds  for  three 
weeks  from  Des  Moines,  Iowa,  to  Houston,  Texas,”  that 
doesn’t  seem  very  casual. 

Q.  But  you  never  discussed  the  terms  on  which  the  serv¬ 
ice  would  be  provided  to  any  of  these  places?  A.  We 
couldn’t  serve  them  from  Des  Moines  to  Houston. 
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Q.  So  you  had  to  tell  them,  no?  A.  That  is  right. 

Q.  Could  you  serve  all  of  these  places  if  your  applica¬ 
tion  in  this  proceeding  were  granted?  A.  That  is  a  diffi¬ 
cult  question. 

Q.  Kansas  City-New  York?  A.  Are  you  talking  about 
the  examiner’s  recommendation? 

Q.  I  am  talking  about  your  application.  Could  you  serve 
Kansas  City-New  York?  A.  Kansas  City  to  New  York? 

Q.  Yes.  A.  No,  we  didn’t  make  that  applica- 
30550  tion. 

Q.  Could  you  serve  Fort  Myers  to  Fort  Worth? 

Mr.  Miller:  Mr.  Examiner,  I  think  the  application 
against  this  exhibit  speaks  for  itself.  I  don’t  see  any  use¬ 
ful  purpose  in  running  down  the  exhibit  to  see  whether 
it  is  in  or  out  of  the  application.  It  is  obvious  that  many 
of  these  points  are  included  in  our  application  and  many 
of  them  are  included  in  the  recommendation  made  by  the 
examiner.  Some  of  them  are  not. 

Examiner  Radcliffe:  Unless  you  are  leading  up  to  some 
particular  question,  it  would  seem  to  me  that  this  sort  of 
thing  could  be  covered  on  brief. 

Mr.  Gribbon:  I  am  simply  trying  to  pin  down  just  what 
significance  should  be  attached  to  these  reported  requests. 

Examiner  Radcliffe:  I  appreciate  that. 

Mr.  Gribbon:  Was  there  an  objection  to  the  question? 

Mr.  Miller:  To  any  more  questions  of  the  same  nature, 
there  is  an  objection. 

Mr.  Gribbon :  You  can  make  them  when  I  ask  them. 

By  Mr.  Gribbon: 

Q.  Holtville,  California,  is  one  of  your  demand  points, 
isn’t  it?  A.  Yes,  it  is. 

Q.  You  have  never  served  Holtville,  have  you?  A. 
From  the  record  I  have  in  front  of  me  I  cannot  tell. 

Q.  Look  at  Page  SA-51  of  your  exhibit.  I  will  confine  my 
questions  to  the  period  of  your  common  carrier  service. 
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A.  During  the  period  of  common  carrier  service  we 

30551  have  not. 

Q.  And  so  far  as  your  records  show,  you  have 
never  received  a  request  for  service  at  Holtville,  have  you? 
A.  So  far  as  the  records  that  we  have  on  file  which  we  re¬ 
produced  here,  there  were  none.  There  may  have  been 
TWX’s  or  telephone  calls. 

Q.  But  they  were  not  preserved?  A.  They  are  not 
readily  available. 

Q.  What  facilities  do  you  maintain  at  Holtville,  Slick 
Airways?  A.  None. 

Q.  Do  you  have  any  personnel  located  there?  A.  To 
my  knowledge  we  have  no  personnel  located  in  Holtville. 

Q.  No  personnel  and  no  facilities,  is  that  correct?  A. 
That  is  correct 

Q.  Is  the  same  thing  true  of  Long  Beach?  A.  I  think 
as  far  as  the  distribution  of  our  facilities,  I  would  like  to 
turn  that  over  to  Mr.  Moorman. 

Q.  You  don’t  know?  A.  I  don’t  know  all  the  details. 

t  •  •  i  i 

Cross  Examination 
By  Mr.  Peyser: 

Q.  Mr.  Lobdell,  will  you  turn  to  your  exhibit  No.  31  and 
subsequent  pages?  That  is  sheet  31  I  am  speaking  of. 
Does  that  mean  that  you  have  used  the  designation 

30552  “A”  in  connection  with  movements  from  the  south¬ 
west  to  the  central  area  and  from  the  central  area 

to  the  southwest?  A.  That  is  true.  “A”  designates  a 
Texas  area  flight  to  a  central  area  flight. 

Q.  Will  you  turn  to  your  sheet  33?  You  have  a  column 
“A”  on  your  east  and  northern  flights  but  I  do  not  see  a 
column  “A”  on  the  south  and  west  flights,  is  that  right? 
A.  That  is  true. 

Q.  Have  you  any  explanation  of  that?  A.  It  so  hap- 
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pens  in  that  month  there  were  a  number  of  “A”  flights, 
flights  terminating  in  the  central  area  and  flights  return¬ 
ing  with  all  “CA”  flights,  flights  originating  in  Newark 
and  terminating  in  Texas. 

Q.  Do  you  think  that  was  a  peculiarity  of  that  one 
month?  A.  It  may  have  been  a  peculiarity  of  our  opera¬ 
tion  in  one  or  two  months. 

Q.  Look  at  the  other  pages,  32,  33  and  34.  Do  you  have 
an  “A”  flight  south  and  west  in  any  of  those  months?  A. 
We  do  not. 

Q.  Is  it  characteristic  of  your  operation  that  you  do  not 
have  flights  originating  in  Chicago  moving  into  Texas? 
A.  In  these  representative  months — 

Q.  I  asked  you  for  your  operation,  in  addition  to  what 
your  figures  show.  A.  That  appears  to  be  the  trend  of 
our  operation. 

Q.  When  you  show  a  load  factor  in  connection  with 
“CA”  flights,  south  and  west,  how  do  you  determine  the 
load  factor  from  Chicago  to  Texas?  A.  By  the 
30553  billed  weight  on  board  the  aircraft. 

Q.  Would  that  indicate  how  much  of  the  traffic 
was  taken  on  at  Chicago?  A.  Would  what  indicate  it? 

Q.  The  load  factor  shown  in  32  to  34?  A.  In  “CA” 
flights? 

Q.  Yes.  A.  That  is  the  load  factor  for  the  complete 
flight. 

Q.  That  is  the  load  factor  from  the  New  York  or  east¬ 
ern  area  to  the  Texas  area,  is  that  correct?  A.  Via  the 
central  area. 

Examiner  Radcliffe:  There  is  no  way  of  determining 
from  this  exhibit  what  it  would  be  on  either  leg  of  that 
flight. 

The  Witness:  No,  Mr.  Examiner,  there  is  not. 

Examiner  RadclifFe :  I  just  wanted  that  clear. 
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By  Mr.  Peyser: 

Q.  As  a  matter  of  fact,  Mr.  Lobdell,  are  there  any 
figures  in  your  exhibits  which  would  show  the  amount  of 
traffic  moving  from,  we  will  say,  Chicago  to  Dallas  or  to 
San  Antonio  or  to  Houston?  A.  Exhibits  series  SA-4 
show  the  movement  of  freight  from  the  central  area  to  the 
Texas  area  and  from  the  Texas  area  to  the  central  area. 

Q.  But  that  is  not  broken  down  to  show  specific  points 
such  as  Chicago  to  Dallas  or  to  San  Antonio,  is  that  cor¬ 
rect?  A.  Exhibit  SA-4-E  gives  the  percentage  of  inbound 
and  outbound  weight  by  city. 

Q.  What  page  is  that?  A.  Page  SA-22. 

30554  Q.  Does  that  exhibit  show  the  movement  be¬ 
tween  any  two  particular  cities  such  as  Chicago 
and  Dallas?  A.  That  shows  the  percentage  of  the  out¬ 
bound  tonnage  distributed  by  city  within  the  total  area. 

Q.  Could  you,  from  this  exhibit,  determine  the  amount 
of  movement  between  Chicago  and  Dallas?  A.  You  could 
not. 

Q.  I  have  made  a  rough  calculation  from  your  pages  19 
and  20  and  from  Pages  15  and  16  as  to  the  tons  moving 
between  Texas  and  the  central  area  in  the  months  of  July 
and  September.  I  arrive  at  the  figure  of  66  plus  tons  in 
July  and  thirty  tons  in  September.  Do  you  attach  any 
significance  to  the  drop  in  the  tonnage,  September  over 
July?  A.  There  is  a  very  good  statement  on  that.  I 
would  like  to  pass  that  to  Mr.  Moorman. 

Q.  On  your  Page  28,  you  show  Houston  as  one  of  the 
points  served  in  July,  1948,  but  it  is  not  included  in  Octo¬ 
ber,  1947.  Does  that  mean  you  just  started  to  serve  Hous¬ 
ton  regularly  after  October,  1947?  A.  Bight. 

Q.  Utilizing  the  data  showm  on  vour  exhibits  Pages  28 
and  29  also  the  information  shown  on  Page  51  with  re¬ 
spect  to  the  demand  service  utilized,  do  they,  taken  to¬ 
gether,  mean  that  the  only  demand  points  served  in  Texas 
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during  the  year  1948  were  Mission,  Texas,  and  Kelly 
Field,  Texas,  for  one  shipper?  A.  During  what  period  is 
that? 

Q.  1948,  the  first  three  quarters  of  1948.  A. 

30555  That  is  true.  We  were  not  authorized  to  serve  any 
others. 

Q.  Turning  to  Page  50,  do  you  have  information  show¬ 
ing  to  and  from  what  points  the  shipments  moved  to  the 
various  places  shown  in  Texas  and  Oklahoma  on  that 
page?  A.  I  do  not  have  that  information  available,  no 
sir. 

•  ••it 

30556 

Cross  Examination 
By  Mr.  Maurer: 

Q.  Mr.  Lodbell,  could  you  name  for  me  the  established 
points  which  you  are  presently  authorized  to  serve  in  this 
central  area?  A.  The  established  points  in  the  central  area 
are  Chicago,  South  Bend,  Detroit,  St.  Louis,  Philadelphia, 
Indianapolis. 

Mr.  Zapple :  Did  you  say  Philadelphia? 

The  Witness:  I  am  sorry.  Let  us  start  again  with  the 
central  area.  Chicago,  South  Bend,  Detroit,  St.  Louis, 
Indianapolis,  Toledo,  Milwaukee  and  Peoria. 

By  Mr.  Maurer : 

Q.  What  are  the  demand  points  in  that  area?  A.  Put¬ 
ting  it  the  other  way  around,  the  principal  points  are  Chi¬ 
cago  and  Detroit  and  St.  Louis. 

Q.  The  only  demand  points  in  the  central  area  are 
Peoria,  Indianapolis  and  Toledo,  is  that  right?  A.  South 
Bend. 

Q.  And  Milwaukee  ?  A.  That  is  right. 

Q.  You  are  not  authorized  to  serve  Fort  Wayne?  A. 
No,  sir. 
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Q.  Is  Houston  either  a  demand  or  a  principal  point  in 
the  Texas  area?  A.  A  principal  point. 

Q.  What  about  Beaumont?  A.  Beaumont  we  are  not 
authorized  to  serve. 

Q.  Is  it  my  understanding  that  from  the  informa- 

30557  tion  which  you  have  with  you  you  are  not  in  a  po¬ 
sition  to  tell  us  either  the  number  of  shipments  or 

the  tonnage  or  the  ton  miles  which  Slick  carried  between, 
we  will  say,  Chicago  and  Houston  during  any  one  of  these 
four  monthly  periods?  A.  From  the  information  I  have 
with  me,  I  cannot  break  it  down  between  points. 

Q.  Insofar  as  any  points  are  concerned  which  are  pres¬ 
ently  served  by  Chicago  and  Southern  and  possibly  other 
certificated  carriers  and  which  are  also  authorized  to  be 
served  by  Slick,  that  information  is  not  presently  available, 
is  that  correct?  A.  We  furnished  this  information  in  con¬ 
formance  to  the  Board’s  order  on  an  area-to-area  basis. 

Mr.  Maurer :  Mr.  Examiner,  this  question  has  arisen  be¬ 
fore  but  I  would  like  to  state  at  this  time  my  understanding 
of  what  took  place  at  the  pre-hearing  conference.  There 
was  considerable  discussion  according  to  my  recollection 
of  just  this  very  point,  the  fact  that  the  certificated  car¬ 
riers  by  and  large  had  records  available  showing  point-to 
point  movements  of  freight  traffic  and  that  the  material 
which  had  been  turned  in  by  the  applicants  in  the  past  in 
various  Board  proceedings  had  shown  such  material  only 
on  an  area  basis. 

It  was  pointed  out  during  those  discussions  that  the 
source  of  the  information  from  which  the  exhibits  in  this 
reopened  proceeding  would  have  to  be  prepared  was  such 
that  it  would  be  possible  to  provide  this  information  on 
either  a  point-to-point  or  an  area  basis  and  that  actually  in 
most  cases  it  was  necessary  to  pick  it  up  to  a  point-to-point 
basis  before  area  figure  could  be  calculated. 

30558  It  is  also  my  recollection  that  various  counsel 
around  the  table  pointed  out  that  if  the  material 
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were  presented  only  on  an  area  basis  by  the  applicant  it 
would  be  virtually  impossible  for  any  comparison  to  be 
made  between  the  materials  presented  by  certificated  car¬ 
riers  on  a  point-to-point  basis  and  by  applicants  on  an 
area-to-area  basis. 

At  that  time,  although  I  don't  believe  this  appears  in 
the  Examiner's  report,  it  is  my  recollection  that  counsel 
for  Slick  stated  that  there  would  be  available  in  the  work¬ 
ing  papers  which  the  sponsoring  witness  would  have  at  this 
hearing  point-to-point  information  which  counsel  could 
request  if  they  wanted  that  sort  of  detail 

Since  the  information  is  not  present,  I  would  like  to 
formally  request  that  Slick  furnish  an  exhibit  which  would 
show  on  a  point-to-point  basis  the  number  of  shipments, 
the  tonnage  involved  and  the  ton  miles  involved  for  each 
of  the  four  months  between  those  pairs  of  points  where 
they  propose  service  competitive  with  Chicago  and  South¬ 
ern,  because  it  is  obvious  that  insofar  as  the  limited  points 
in  which  our  little  company  is  interested  are  concerned, 
unless  that  information  is  available  cross  examination  is 
a  farce. 

Examiner  Radcliffe:  Mr.  Miller. 

Mr.  Miller:  Mr.  Examiner,  we  object  to  the  motion  as 
going  beyond  the  scope  of  the  Board's  order  in  reopening 
this  case  for  certain  limited  purposes.  Insofar  as  the  pre- 
hearing  conference  is  concerned,  we  have  complied  with 
our  understanding  of  the  Board's  order  and  of  the  Ex¬ 
aminer's  report,  the  pre-hearing  conference  report  and  the 
supplemental  report. 

30559  I  believe  Mr.  Maurer  is  a  little  bit  confused  about 
what  work  papers  would  be  available.  When  there 
was  a  discussion  as  to  whether  or  not  we  would  show  any 
cities,  it  was  finally  agreed  that  we  would  show  a  break¬ 
down  of  the  totals  on  all  cities  generating  more  than  ten 
per  cent  of  traffic.  I  did  indicate  that  in  working  up  this 
material  we  would  have  in  our  work  papers  the  percentages 
of  the  totals  for  the  various  cities. 
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In  Exhibit  SA-23  we  have  shown  not  simply  the  ten  per 
cent  cities,  but  we  have  shown  the  percentages  for  all 
cities  generating  any  of  the  traffic.  I  believe  we  have  com¬ 
plied  with  the  order  and  the  pre-hearing  conference 
report. 

Mr.  Maurer:  I  say  quite  frankly,  Mr.  Examiner,  that 
there  is  no  written  evidence  that  I  know  of  which  shows 
just  what  that  understanding  was.  I  may  have  inter¬ 
preted  it  one  way  and  Mr.  Miller  another,  which  is  very 
possible.  I  think  that  the  purpose  for  which  the  Board 
reopened  the  case  can’t  be  served  insofar  as  the  smaller 
carrier  is  concerned  who  is  interested  in  protecting  its 
certificate  between  only  limited  pairs  of  points  unless  that 
material  is  in  the  record. 

If,  because  I  misunderstood  what  Mr.  Miller  said  at  the 
time,  my  request  is  a  little  inopportune  by  the  time  which 
has  passed  between  the  pre-hearing  conference  and  today, 
I  apologize  for  that,  but  I  still  make  the  request  because 
I  think  it  is  necessary  and  pertinent  under  the  Board’s 
order. 

30560  Mr.  Miller :  Mr.  Examiner,  I  might  add  that  the 
difficulty  arises  from  the  nature  of  the  operations 
and  the  very  nature  of  the  way  the  records  have  been  kept 
by  the  two  different  groups  of  carriers  and  not  from  any 
desire  on  the  part  of  Slick  Airways  to  withhold  any  in¬ 
formation.  This  same  type  of  information  was  requested 
and  is  being  furnished  in  the  Air  Freight  Rate  Case.  I 
think  that  is  one  of  the  reasons  that  the  Board’s  order 
permitted  the  air  carriers  to  furnish  their  information  in 
that  form.  I  think  the  only  addition  to  that  was  that  we 
would  furnish  the  names  of  the  cities  within  the  areas  and 
the  tonnage  for  all  the  cities  generating  as  much  as  ten 
per  cent  of  the  total  traffic  generated.  I  believe  we  have 
complied. 

Examiner  Radcliffe :  That  is  my  recollection  of  the  con¬ 
ference  agreement. 
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Mr.  Lorch:  Which  is? 

Mr.  Gribbon:  What  Mr.  Miller  said? 

Examiner  Kadcliffe:  That  is  correct.  That  the  break¬ 
down  as  to  cities  within  the  areas  extended  only  as  to  the 
total  traffic  there  and  was  not  to  be  a  breakdown  along 
with  the  commodity  classifications  which  are  origin  and 
destination. 

Mr.  Gribbon:  Are  we  to  understand  from  Mr.  Miller’s 
statements  that  whereas  Slick’s  records  show  the  total 
movements  in  and  out  of  the  California  area,  for  example, 
they  don’t  show  the  movements  in  and  out  of  the  two  cities 
served  there,  Los  Angeles  and  San  Francisco? 

Mr.  Miller:  You  are  to  understand  from  my  statement 
that  this  information  has  been  gotten  together  on  this 
basis  and  on  this  basis  which  is  in  accordance  with 
30561  the  Board’s  order  and  we  don’t  propose  to  go  back 
through  our  records  and  get  it  together  on  any 
other  basis  in  the  absence  of  a  Board  order  requiring  it. 

Mr.  Gribbon:  These  area  figures  that  you  have  shown 
are  not,  taking  California,  for  instance,  the  sum  of  what 
moved  into  Los  Angeles  and  what  moved  into  San 
Francisco? 

Mr.  Miller :  They  are  in  the  periods  where  those  were  the 
only  two  cities  served. 

Mr.  Gribbon:  Well,  you  go  right  down  through  July  and 
September  of  1948  and  March  of  1948  and  October  of  1947, 
the  four  months  under  consideration,  and  the  only  two 
cities  you  served  in  the  California  area  were  Los  Angeles 
and  San  Francisco.  How  can  you  get  your  area  figures 
without  having  your  separate  Los  Angeles  and  San  Fran¬ 
cisco  figures? 

Mr.  Miller :  I  am  not  sure  that  I  follow  your  point,  Mr. 
Gribbon.  I  think  I  have  made  all  the  statement  I  care  to 
make  about  what  we  can  furnish  and  are  willing  to  furnish 
and  about  our  compliance  with  the  Board’s  order. 
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Mr.  Lorch;  Mr.  Examiner,  I  don’t  want  this  discussion 
to  end  leaving  Mr.  Miller  all  alone  in  respect  to  his  recol¬ 
lection  of  the  conversations  that  took  place.  I  have  a  re¬ 
collection — I  can’t  give  you  the  exact  words — of  discussing 
this  subject  at  the  pre-hearing  conference  with  Mr.  Miller 
and  as  I  recall  it,  he  took  the  position  that  he  would  do  that 
only  as  to  certain  cities  where  there  was  ten  per  cent  of  the 
volume.  The  statement  was  then  made,  as  I  recall  it,  that  it 
would  then  be  necessary  to  cross  examine  in  order  to  get 
the  detail.  I  understood  that  the  work  sheets  or 
30562  underlying  data  would  be  present  so  that  that  could 
be  gone  into,  assuming  a  ruling  by  the  Examiner 
permitting  it. 

Mr.  Miller:  Mr.  Examiner,  I  think  that  the  work  sheet 
discussion  preceded  the  understanding  about  the  ten  per 
cent  of  totals  and  when  the  pre-hearing  conference  report 
came  out  on  ten  per  cent  of  totals,  I  believe  I  am  correct  in 
saying  that  no  one  excepted  to  the  Examiner’s  report  on 
the  only  addition  to  the  area  type  of  report  we  were  making 
in  the  Air  Freight  Rate  Case,  namely,  ten  per  cent  of  totals 
for  cities  within  each  area. 

Mr.  Lawler :  Mr.  Examiner,  I  would  like  to  add  my  re¬ 
collection  on  the  record.  The  ten  per  cent  was  to  be  in  ex¬ 
hibit  form  and  naturally  nobody  took  exception  to  that,  but 
that  does  still  not  foreclose  cross  examination  on  work 
papers  which  are  supposed  to  be  available  for  additional 
data.  That  is  my  understanding.  That  is  the  reason  no 
exception  was  taken. 

Mr.  Maurer:  Mr.  Examiner,  since  I  raised  this  point,  I 
would  like  to  add  one  thing  in  view  of  the  fact  that  I  have  a 
little  support  here  now  which  makes  me  feel  more  confident 
of  my  understanding  at  the  time.  I  think  we  probably  have 
an  honest  difference  of  understanding  here  between  counsel 
for  Slick  and  ourselves,  but  on  the  other  hand,  I  think  it 
would  be  perfectly  apparent  that  in  attempting  to  repre- 
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sent  Chicago  and  Southern  in  this  case  I  would  have  been 
delinquent  in  my  duty  had  I  acquiesced  in  an  agreement 
at  the  conference  which  would  have  prevented  the  type  of 
comparison  which  I  now  seek  to  make. 

In  other  words,  it  is  perfectly  obvious  that  serv- 
30563  ing  a  large  number  of  cities  in  the  north  central 
area,  more  than  Chicago  and  Southern,  and  a  much 
larger  group  of  cities  in  the  Texas  area  than  are  served  by 
Chicago  and  Southern,  any  figures  which  Slick  would  put 
in  on  a  purely  area  basis  would  have  to  show  that  it  was 
doing  a  tremendously  better  sales  job  than  we  could  ever 
hope  to  do. 

I  naturally  wouldn’t  take  exception  to  a  conference  re¬ 
port  which  didn’t  mention  this  subject  when  it  was  stated, 
as  I  understood  it  at  the  hearing,  that  the  exhibits  would  be 
put  in  on  the  basis  described  at  the  conference,  but  that 
working  papers  would  be  available  for  those  of  us  who  felt 
it  necessary  to  cross  examine  in  detail  on  individual  points. 

If  the  Examiner  wishes  to  rule  at  this  time  that  this  posi¬ 
tion  is  wrong,  I  don’t  intend  to  argue  it  any  further,  but  I 
would  like  to  have  the  record  show  that  in  view  of  what  has 
transpired  I  have  on  the  record  a  continuing  request  from 
Slick  for  those  figures. 

Examiner  Radcliffe:  We  will  take  a  five  minute  recess. 

(Short  recess  taken.) 

Examiner  Radcliffe :  As  a  result  of  some  off  the  record 
discussion — and  I  will  ask  Mr.  Miller  to  verify  this  when  I 
am  through — it  is  my  understanding  that  Slick  does  not 
have  available  in  its  work  papers  data  covering  these  four 
months  which  would  give  the  information  you  request,  Mr. 
Maurer. 

They  state  that  it  is  a  terrific  amount  of  work  to  now  go 
back  over  all  the  waybills  that  would  have  been  involved 
there  and  work  out  such  data.  On  the  other  hand,  they  have 
a  new  type  of  company  report  which  they  have  been  work- 
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ing  with  lately  which  does  give  point-to-point  data 

30564  for  weeks  and  they  are  willing  to  offer  that  and  as 
a  practical  means  of  handling  it  I  suggest  that  we 

give  it  to  the  reporter  to  copy  into  the  record  of  today’s 
proceedings  and  that  cross  examination  with  reference  to 
it  be  deferred  until  another  day  when  the  transcript  is 
available,  and  this  witness  will  be  available  at  that  time. 

Is  that  correct,  Mr.  Miller,  and  would  you  identify  the 
period  for  which  you  have  those  company  reports? 

Mr.  Miller:  The  only  exception  I  would  take  to  that 
statement,  Mr.  Examiner,  would  be  that  we  do  not  want  to 
keep  Mr.  Lobdell  here  any  longer  than  is  absolutely  neces¬ 
sary.  It  is  necessary  and  important  that  he  get  back  to  San 
Antonio.  We  would  not  want  to  defer  cross  examination 
for  two  or  three  days.  If  it  is  a  matter  of  tomorrow — 
Examiner  Radcliffe:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Radcliffe :  On  the  record. 

Mr.  Miller :  The  company  has  now  a  sales  report  which 
is  made  up  for  weekly  periods,  a  recently-instituted  report 
for  the  information  of  company  officials.  We  have  here  a 
copy  of  the  sales  report  for  the  weekly  period  ending 
November  15,  1948. 

Mr.  Lorch:  Are  you  going  to  give  the  facts? 

Mr.  Miller:  I  am  going  to  tell  you  what  it  shows  and  you 
are  welcome  to  have  it  put  in  the  record  or  not  as  you 
see  fit. 

Mr.  Lorch:  Well,  it  is  going  into  the  record  and  that  is 
what  I  don’t  want  to  have  happen  until  we  see  it. 

30565  Mr.  Miller:  I  am  not  going  to  give  you  any 
figures.  I  am  going  to  tell  you  what  it  shows. 

It  shows  the  number  of  shipments,  the  weight  and  the 
revenue  between  all  stations  in  all  areas  served  during 
that  weekly  period  and  we  will  be  glad  to  furnish  that 
if  the  parties  would  like  to  have  it.  Beyond  that,  we 


2768 


Excerpts  from  Testimony  of  W.  B.  Loidell 

are  not  in  a  position  to  furnish  any  further  breakdown 
point-to-point  of  the  flow. 

Examiner  Radcliffe:  You  have  that  for  just  the  one 
week? 

Mr.  Miller:  Yes,  sir, 

Examiner  Radcliffe:  The  week  ending  November  15, 
1948? 

Mr.  Miller:  That  is  right.  We  are  perfectly  willing 
to  submit  to  any  reasonable  cross  examination  on  that 
period.  I  think  it  speaks  for  itself. 

Examiner  Radcliffe:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Radcliffe:  On  the  record. 

Let  the  record  show  at  this  point  that  in  the  previous 
reference  to  Mr.  Maurer’s  motion,  reference  should  further 
hav6  been  made  to  the  statements  made  in  support  of 
that  motion  by  attorneys  for  other  air  carrier  intervenors 
and  that  they  thereby  intended  to  request  similar  type 
data  with  respect  to  the  points  which  would  be  competitive 
with  their  systems. 

Mr.  Maurer:  With  respect  to  Slick’s  offer  of  the  in¬ 
formation  for  the  weekly  period,  while  from  Chicago  and 
Southern’s  point  of  view  it  has  certain  obvious  infirmities 
and  inasmuch  as  it  is  of  a  period  not  comparable  with 
that  for  which  the  parties  have  tendered  information 
and  is  a  time  of  year  which  may  be  above  the  mean 
for  the  applicant,  still  we  think  that  since  it  does  give 
some  evidence  of  point-to-point  movement,  we 
30566  would  like  to  see  it  in  the  record  and  we  would 
be  happy  to  accept  Slick’s  offer  to  reproduce  it 
and  furnish  it. 

Examiner  Radcliffe:  With  respect  to  the  motion,  Mr. 
Miller,  I  do  understand  that  you  do  not  have  the  data 
available  in  current  work  papers? 

Mr.  Miller:  That  is  correct,  Mr.  Examiner. 
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Examiner  Radcliffe :  Under  those  circumstances,  the 
ruling  on  the  motion  is  that  the  Examiners  will  not 
direct  Slick  to  furnish  the  data  requested. 

Will  you  now  proceed  with  the  presentation  of  the 
evidence  you  have  offered? 

Mr.  Miller:  I  would  suggest,  Mr.  Examiner,  that  this 
sales  report  information  for  the  one-week  period  ending 
November  15,  1948,  be  marked  as  Exhibit  SA-13  and 
for  the  convenience  of  the  parties,  we  would  be  glad  to 
reproduce  this  exhibit  overnight  and  have  it  available 
here  tomorrow  morning.  We  would  appreciate  if  there 
is  any  cross  examination  that  it  be  done  promptly  of 
Mr.  Lobdell  so  that  he  can  return  to  his  work  in  Texas. 

Examiner  Radcliffe:  I  think  he  will  be  here  tomorrow 
anyway  and  we  will  ask  for  prompt  cross  examination. 
The  exhibit  to  which  you  refer  will  be  marked  tomorrow 
when  you  actually  bring  the  copies  in. 

Mr.  Peyser:  Mr.  Examiner,  in  your  statement  of  the 
attorneys  who  had  supported  Mr.  Maurer’s  motion,  no 
statement  was  made  on  behalf  of  Braniff  Airways.  I 
do  wish  a  similar  request  to  be  made  by  Braniff  Airways 
and  I  assume  the  record  will  show  a  similar  ruling. 

Examiner  Radcliffe:  The  ruling  would  be  the 
30567  same  and  the  record  will  so  show. 

Mr.  Maurer,  do  you  have  further  cross  examina¬ 
tion? 

Mr.  Maurer:  Just  a  few  questions. 

By  Mr.  Maurer: 

Q.  Mr.  Lobdell,  it  appears  to  me  from  looking  at  your 
exhibits  that  you  did  not  serve  Peoria  at  all  during  any 
one  of  these  four  monthly  periods.  Is  that  correct,  so 
far  as  you  know?  A.  That  is  a  true  statement.  In  the 
four  months  reported  here,  we  did  not  serve  Peoria. 

Q.  With  respect  to  Toledo,  can  you  tell  me  whether 
Toledo  was  served  during  October,  1947?  A.  It  was  not. 
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Q.  Was  it  served  during  any  one  of  the  other  three 
monthly  periods  in  question?  A.  I  believe  I  made  the 
statement  that  it  was  not  served  in  either  of  the  four 
months  reported. 

Q.  Does  Slick  have  any  personnel  or  facilities  at  either 
Peoria  or  Toledo?  A.  They  do  not. 

Q.  Do  you  have  any  personnel  or  facilities  at  Indiana¬ 
polis?  A.  I  will  answer  it  that  I  believe  wTe  have  a 
representative  in  Indianapolis. 

Q.  Do  you  know  whether  he  is  an  employee  of  the 
company  or  whether  he  is  a  commission  agent  or  some¬ 
thing  of  that  nature?  A.  I  think  he  is  an  agent. 

Q.  Do  you  have  any  personnel  or  facilities  at 
30568  Milwaukee?  A.  I  believe  we  also  have  an  employee 
at  Milwaukee. 

Q.  Of  the  same  type  as  Indianapolis?  A.  No,  I  think 
he  is  a  salesman. 

Q.  Do  you  have  personnel  or  facilities  at  St.  Louis? 
A.  Yes,  sir,  we  have  personnel  at  St.  Louis.  It  is  a 
principal  point. 

•  •  •  •  • 

30577 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Moye: 

Q.  Referring  to  your  exhibits,  page  SA-50,  does  Slick 
have  any  adjacent  points  or  established  points  which 
are  not  included  in  its  tariff?  A.  Could  you  repeat  that 
question? 

Q.  Is  Slick  authorized  to  serve  any  adjacent  points  or 
established  points  which  are  not  included  in  its  tariff? 
A.  No,  sir. 

Q.  Does  Slick  operate  any  charter  service,  charter 
freight  service?  A.  No,  sir. 
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Q.  I  notice  there  has  been  a  steady  decline  in  out- 
of-Texas  traffic  during  each  of  the  four  months  included 
in  your  exhibits.  Is  that  the  story  that  Mr.  Moorman 
is  going  to  tell  or  can  you  explain  it?  A.  I  believe  Mr. 
Moorman  can  give  you  a  better  answer  to  that. 

Q.  I  note  that  during  the  four  months  you  carried 
over  three  shipments  of  fresh  vegetables,  two  of  which 
were  rather  negligible,  one  in  October  of  1947  and  two 
in  September,  1948.  In  September,  1948,  you  do  show  17 
shipments  from  Texas  to  the  central  area,  a  total  of 
9.63  tons.  I  wonder  if  you  can  tell  us  the  composition 
of  that  traffic? 

30578  Mr.  Miller:  Are  you  referring  to  some  particular 
page,  Mr.  Moye? 

Mr.  Moye:  Well,  it  would  be  the  Texas  page  for  Sep¬ 
tember. 

The  Witness:  Page  SA-20? 

Mr.  Moye:  That  is  right,  line  W,  SA-20. 

The  Witness:  I  believe  that  the  majority  of  that  was 
okra. 

By  Mr.  Moye: 

Q.  From  where  to  where,  do  you  have  any  idea?  A. 
From  San  Antonio  and  Houston  to  the  central  area. 

Q.  On  page  26  of  your  exhibits  under  “Consolidated 
Shipments”,  you  show  a  couple  of  classifications  includ¬ 
ing  fruits  and  vegetables.  I  wonder  if  you  can  tell  us 
the  proportion  that  those  shipments  bear  to  the  total 
consolidated  shipments?  A.  I  cannot  without  having  the 
air  bills  in  front  of  me. 

Q.  I  don’t  want  to  ask  anything  that  is  too  much 
trouble,  but  as  I  understand  it  that  is  just  a  one  week’s 
segment.  I  wonder  if  it  would  be  too  much  trouble  to 
find  out  just  what  air  bills  show  fruits  and  vegetables 
and  what  proportion  it  would  bear  to  the  total.  A.  That 
would  be  a  tremendous  job. 
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Q.  For  one  week?  This  is  a  one-week  segment.  A. 
This  is  a  one-week  segment.  That  would  involve  sort¬ 
ing  through  a  month’s  air  bills  to  sort  the  week  out 
and  then  sort  the  week  out. 

Q.  You  have  already  sorted  it  out?  A.  They  are  filed 
now. 

Mr.  Moye:  That  is  all  the  questions  I  have. 
30579  I  would  like  to  put  that  request  on  the  record, 
that  I  would  like  to  know  the  proportion  to  the 
total  and  consolidated  shipments  if  the  shipments  in¬ 
cluded  fruits  and  vegetables  at  all  for  this  sample  week. 

Examiner  Radcliffe:  I  understand  that  Slick  would 
not  Voluntarily  agree  to  furnish  such  information. 

Mr.  Miller :  No. 

The  Witness:  I  believe  I  can  safely  say  that  it  would 
be  a  very  small  proportion. 

Mr.  Moye:  That  is  the  answer  I  want.  That  is  all. 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Lawler: 

Q.:  Mr.  Lobdell,  have  you  ever  purchased  transporta¬ 
tion  from  the  other  non-certificated  carriers?  A.  I  am 
sure  we  have  on  overflow  traffic. 

Q.  In  other  words,  you  would  ship  on  a  Slick  air  bill 
over  Flying  Tigers  at  times?  A.  I  don’t  know  exactly 
how  that  is  handled.  We  have  purchased  transportation 
from  your  airline,  too. 

Q.  Do  you  know  whether  you  honor  a  Flying  Tiger  air 
bill?  A.  As  to  the  exact  procedure  and  paper  work  in¬ 
volved,  I  am  not  sure. 

305<SO  Q.  I  notice  in  your  profit  and  loss  statement 
for  March,  1948,  on  page  two  it  shows  revenue 
ton-miles  flown  and  revenue  ton-miles  billed.  For  a  year 
to  date  there  is  a  difference  of  some  500,000  ton-miles. 
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There  is  a  footnote  that  says  that  includes  purchased 
transportation.  Do  you  know  how  much  of  that  is  pur¬ 
chased?  A.  That  is  purchased  transportation.  The  freight 
that  we  have  originated  and  couldn’t  get  on  the  airplane 
we  gave  to  somebody  else  just  as  we  might  carry  some 
for  you  and  other  carriers  also. 

Q.  That  appears  in  your  statistics  as  ton-miles  credited 
to  Slick,  does  it  not?  A.  Sure. 

Q.  But  also  it  would  appear  in  the  other  carriers’ 
figures  as  ton-miles  carried  by  them,  would  it  not?  A. 
I  imagine  it  would. 

Q.  So  there  can  be  between  the  figures  of  the  carriers 
here  a  great  deal  of  duplication  in  regard  to  any  pur¬ 
chased  transportation?  A.  The  revenue  ton-mile  figure 
which  is  labeled  revenue  ton-miles  flown  is  the  volume  of 
business  moving  over  Slick  Airways  system  on  Slick  Air¬ 
ways  aircraft. 

Q.  Yes,  but  the  figures  which  Slick  uses  throughout 
these  proceedings  are  the  revenue  ton-miles  billed,  are 
they  not?  A.  Yes,  sir. 

Q.  On  page  51,  SA-51,  you  had  a  demand  point  Fort 
Worth,  Texas,  on  December  31,  1947.  Has  that 
30581  been  dropped  from  your  tariff?  A.  We  serve  Fort 
Worth  through  Dallas  unless  we  have  a  shipment 
greater  than  the  minimum  for  a  demand  point,  in  which 
case  we  will  go  direct. 

Q.  Prior  to  that,  you  had  both  Fort  Worth  and  Dallas. 
Dallas  was  a  principal  point  and  Fort  Worth  was  a 
demand  point?  A.  Yes. 

Q.  You  have  now  combined  them?  A.  Now  we  serve 
Fort  Worth  through  Dallas. 

Q.  Have  you  dropped  South  Bend  as  a  demand  point? 
A.  No,  sir,  it  is  a  demand  point 

Q.  Is  that  still  a  demand  point?  A.  Yes,  sir. 

Q.  But  you  had  no  flights  into  there  during  1948?  Or 
rather,  you  have  one  in  the  quarter  ending  September 
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30th?  A.  That  is  right.  We  have  one  also  on  December 
31,  1947. 

Q.  To  South  Bend?  A.  I  am  sorry,  it  is  August  and 
September  of  1947. 

Q.  To  what  do  you  attribute  the  fact  that  at  these 
demand  points  you  either  carry  in  traffic  or  carry  out 
traffic  and  never  carry  it  both  ways?  A.  I  believe  I 
will  defer  that  to  Mr.  Moorman. 

Q.  On  your  profit  and  loss  statement  for  June  30,  1948, 
page  SA-46,  you  have  revenue  ton-miles  flown  and  total 
ton-miles  flown.  Is  that  correct?  A.  We  have  total  miles 
flown. 

Q.  Is  it  correct  to  say  that  I  can  multiply  the 
30582  second  figure  by  five  to  determine  the  total  ton- 
miles  flown,  based  on  the  fact  that  your  load  is 
ten  thousand  pounds?  A.  You  can  multiply  the  total 
miles  flown  by  the  average  payload  in  tons  to  arrive  at 
ton-miles. 

Q.  To  get  the  available  ton-miles  flown,  wouldn’t  I 
multiply  the  total  miles  flown  by  five?  A.  Will  you 
please  define  “available”? 

Q.  “Available”  meaning  open  for  sale.  A.  You  get  a 
ton-mile  figure  by  multiplying  the  total  miles  flown  by 
five,  5.1,  whatever  you  care  to. 

Q.  What  figure  do  you  consider  that  would  give  me? 
A.  Doing  what? 

Q.  Multiplying  the  total  miles  flown  by  five  or  5.1? 
How  would  you  describe  that  figure?  A.  You  would  get 
a  ton-mile  figure  which  may  be  called  an  average  one 
hundred  per  cent  load  factor  figure. 

Q.  Isn’t  that  really  the  available  ton-mile  space  flown 
during  that  month?  A.  Guessing  at  your  definition  of 
“available”,  I  assume  it  is. 

Q.  And  if  I  subtract  the  revenue  ton-miles  flown  from 
the  available  ton-miles  flown,  will  the  difference  be  non¬ 
revenue  mileage  or  ferry  mileage?  A.  No. 
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Q.  What  would  be  the  difference?  A.  In  your  defini¬ 
tion  of  “available  ton-miles”  that  would  be  the  unused 
ton  miles. 

Q.  Will  you  turn  to  page  nine  of  SA-4-A,  please? 
In  line  A,  in  the  grand  total,  you  had  690  ship- 

30583  ments  of  apparel  weighing  31.7  tons.  Is  that  cor¬ 
rect  for  October,  1947?  A.  That  is  correct. 

Q.  Turning  to  page  21  of  that  same  exhibit  for  the 
month  of  September,  1948,  you  had  only  346  shipments 
and  only  16  tons.  Can  you  give  any  explanation  why 
your  apparel  traffic  dropped  fifty  per  cent  between  October 
of  1947  and  September  of  1948?  A.  The  explanation  I 
will  defer  to  Mr.  Moorman  as  policy. 

Q.  Do  you  think  that  in  September,  1948,  any  of  that 
apparel  traffic  is  down  in  line  Y,  the  consolidated  ship¬ 
ments?  A.  I  am  quite  sure  that  there  would  be  a  small 
amount  down  there,  yes,  sir.  That  is  the  reason  we  put 
the  Exhibit  SA-4-G  in,  to  assist  in  defining  what  was 
included  in  each  commodity  classification. 

Q.  Do  I  understand  that  under  your  tariff  rules  a 
consolidated  shipment  takes  the  rate  of  the  highest  rated 
commodity?  A.  That  is  right. 

Q.  In  your  tariff,  is  ten  thousand  pounds  the  highest 
weight  limit  at  which  you  have  a  tariff  break?  A.  Ten 
thousand  pounds  and  over  is  the  highest  weight  break. 

Q.  Do  you  have  any  figures  on  the  percentage  of  ship¬ 
ments  in  that  bracket  which  are  by  individual  shippers 
rather  than  by  forwarders?  A.  No,  I  do  not. 

Q.  Do  you  have  any  figures  on  the  average  weight 
of  Slick’s  shipments  during  these  months?  A. 

30584  That  could  be  easily  arrived  at  through  the  data 
presented  in  Exhibits  of  the  SA-4  series. 

Q.  Let’s  take  page  six.  Going  down  to  the  total,  if 
I  divide  the  number  of  shipments  into  the  number  of 
tons  it  would  come  out  about  a  tenth  of  a  ton  a  ship¬ 
ment,  is  that  correct?  A.  That  method  is  correct. 
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Q.  And  that  would  give  you  about  200  pounds?  A. 
If  the  division  is  correct,  that  is  right. 

Q.  Do  you  still  have  a  tariff  rule  that  any  shipment 
over  2,000  pounds  requires  special  arrangements  with 
Slick?  A.  I  believe  -we  have  a  tariff  rule  that  for  a 
heavy  single  shipment — I  don’t  know  what  the  exact  weight 
is  off-hand — some  arrangement  must  be  made. 

Q.  Do  yon  use  shippers’  weights  or  do  you  weigh  the 
packages  yourselves?  A.  I  believe  we  weigh  the  packages 
ourselves. 

Q.  During  the  period  represented  by  Exhibit  SA-4-A, 
did  you  have  a  deferred  rate  during  all  that  time?  A. 
That  is  the  period  of  October,  1947. 

Q.  For  the  months  indicated  in  Exhibit  SA-4-A?  A. 
Yes,  sir. 

Q.  That  is  for  each  of  the  months  represented?  A. 
SA-4-A  covers  1947. 

Q.  Let’s  say  4-A,  B,  C,  and  D.  A.  Periods  covered 
by  SA-4-A  and  SA-4-B,  which  is  October,  1947,  and  March, 
1948,  we  had  a  deferred  rate. 

Q.  You  had  none  during  July  and  September  of  1948, 

did  vou?  A.  That  was  after  the  Board’s  mini- 
* 

30585  mum  rate  order.  We  had  no  deferred  rate. 

Q.  Will  you  turn  to  page  SA-21?  In  line  Q 
under  the  column  from  California  to  central,  I  notice  a 
cents  per  ton-mile  of  9.9  for  nursery  stock  including 
decorative  greens.  Did  you  have  a  commodity  rate?  A. 
Yes,  sir,  that  is  a  commodity  rate. 

Q.  There  is  one  question  I  would  like  to  ask  you  about 
this  whole  group  of  exhibits.  I  notice  each  one  is  area- 
to-area  and  each  one  includes  intra-area  traffic.  It  is 
my  understanding  that  Slick  Airlines  never  intended  to 
carry  any  traffic  intra-area  and  that  they  had  so  testified 
in  this  proceeding.  Has  there  been  a  change  of  policy? 
A.  I  will  pass  that  as  a  policy  question  to  Mr.  Moor¬ 
man. 


2777 


Excerpts  from  Testimony  of  W.  R.  LobdeU 

Q.  Do  you  know  what  commodities  you  have  been  hand¬ 
ling  between  Kelly  Field  and  Westover  Field?  A.  Govern¬ 
ment  shipments. 

Q.  Could  you  be  a  little  more  specific?  A.  I  don’t  know 
what  they  are. 

Q.  You  don’t  know  whether  it  is  aircraft  engines?  A. 
It  could  be  aircraft,  as  far  as  I  know. 

Q.  What  was  the  date  of  that  exemption,  do  you 
know?  A.  What  exemption? 

Q.  The  exemption  permitting  you  to  serve  those  points. 
A.  We  filed  Slick  Airways  Tariff  No.  6,  CAB-11.  It 
became  effective  August  25,  1948. 

Q.  You  didn’t  apply  for  an  exemption  to  carry  pas¬ 
sengers,  did  you?  A.  Not  to  my  knowledge. 
30586  Q.  This  Exhibit  SA-4-F  on  page  SA-24,  to  use 
that  accurately  you  would  have  to  know  the  per¬ 
centage  of  the  traffic  in  each  of  those  categories  for  each 
period,  would  you  not  ?  A.  I  don’t  believe  so.  I  think  that 
the  percentage  of  traffic  in  each  category  will  be  fairly  con¬ 
sistent.  Therefore,  as  a  conversion  factor  it  would  work 
within  any  period. 

Q.  Are  there  any  months  in  which  you  have  heavy  flower 
shipments?  A.  Certainly  some  of  the  traffic  fluctuates 
some. 

Q.  In  a  month  in  which  you  had  heavy  flower  shipments, 
you  would  have  to  reduce  your  ton  miles  by  18  per  cent 
whereas  a  month  in  which  you  had  heavy  apparel  ship¬ 
ments  you  would  only  have  to  reduce  it  1.9?  A.  I  believe 
in  general  that  this  is  good,  based  on  an  average  distribu¬ 
tion  of  traffic  between  commodities. 

Q.  Have  you  made  any  studies  of  that?  A.  Not  speci¬ 
fic  studies. 

Q.  On  Exhibit  SA-8-B,  which  is  the  load  factor  exhibit, 
I  understood  you  yesterday  to  say  that  this  was  based  on 
an  assumed  capacity  of  10,200  pounds.  I  also  understood 
you  to  say  that  125  per  cent  was  about  the  highest  load 
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factor  you  had.  I  noticed  on  page  SA-33  under  the  east- 
bound  and  northbound  flights,  FC,  you  had  one  load  factor 
of  152  per  cent.  Is  that  figure  correct?  A.  I  believe  that 
figure  is  correct.  That  is  one  of  those  very  unusual  flights 
where  you  have  very  low  density,  flowers,  and  possibly  you 
had  a  cube  of  mercury  that  you  could  put  in  the 

30587  front  of  the  airplane.  We  also,  of  course,  have 
many  flights  which  may  leave  New  York  where 

Cleveland  would  be  closed  in  and  going  to  Chicago  on  the 
alternate  maybe  far  away.  Therefore,  the  maximum  that 
you  could  carry  would  be  nine  thousand  pounds  due  to  the 
fuel  load  that  you  would  have  to  carry.  We  still  consider 
that  10,200  pounds  as  a  hundred  per  cent  load  factor. 
Therefore,  we  take  a  beating  on  some  of  them  and  possibly 
gain  on  others. 

Q.  But  this  figure  of  152  per  cent  is  correct,  isn’t  it?  A. 
Yes,  sir. 

Q.  And  using  that  same  figure  you  would  achieve  a  load 
factor  of  65  per  cent  on  the  flights  from  San  Francisco  to 
Los  Angeles  to  the  central  area  in  July  and  55  per  cent  in 
September  of  1948,  HBC  flights  eastbound?  A.  I  didn’t 
catch  the  question. 

Q.  Are  these  figures  correct?  The  HBC  flights  in  July, 
65  per  cent  and  55  per  cent  in  1948,  on  the  next  page  on 
SA-47,  under  property  and  equipment,  you  have  “reserved 
for  depreciation.”  Is  that  reserve  entirely  for  transporta¬ 
tion  equipment?  A.  No,  sir,  that  is  reserved  for  flight 
equipment  and  ground  equipment. 

Q.  All  connected  with  transportation  ?  A.  That  is  right. 
Q.  There  is  no  S  and  S.  A.  No,  sir. 

•  •  t  •  • 

30588  Cross  Examination 
By  Mr.  Lorch : 

Q.  I  believe  you  testified  yesterday  that  you  had  a  full¬ 
time  salesman  at  Milwaukee.  Do  you  recall  that?  A.  Yes, 
sir. 
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Q.  How  long  has  he  been  there!  A.  I  couldn’t  tell  you. 
I  think  that  Mr.  Moorman  would  be  able  to  give  you  better 
information  on  that. 

Q.  Can  you  ask  Mr.  Moorman  now  if  he  knows  and  then 
supply  the  answer?  Is  it  all  of  1948,  as  far  as  you  know? 
A.  In  general  I  am  sponsoring  the  exhibits  that  are  pre¬ 
sented  here. 

Examiner  Radcliffe :  Do  you  want  the  answer  so  you  can 
go  on  with  something  further? 

Mr.  Lorch :  That  is  right. 

Examiner  Radcliffe:  See  if  Mr.  Moorman  has  it. 

Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Radcliffe:  On  the  record. 

The  Witness:  The  man  has  been  there  approximately 
nine  months. 

By  Mr.  Lorch : 

Q.  I  notice  in  Exhibit  SA-10-B,  page  51,  that  during 
1948  there  were  two  instances  where  demand  service  was 
rendered  by  Slick  to  Milwaukee.  Does  this  in  your  judg¬ 
ment  represent  the  full  extent  of  the  demand  service  ren¬ 
dered  and  the  full  extent  of  the  demand  service  requested 
at  Milwaukee?  A.  I  will  pass  that  to  Mr.  Moor- 
30589  man,  Mr.  Lorch. 

Q.  In  connection  with  this  same  exhibit,  you  pre¬ 
pared  this  exhibit,  did  you?  A.  I  supervised  the  prepara¬ 
tion  of  this  exhibit. 

Mr.  Miller:  What  exhibit  number  is  that? 

Mr.  Lorch :  I  am  still  on  page  51. 

By  Mr.  Lorch: 

Q.  By  supervised,  what  do  you  mean?  That  is,  some¬ 
body  worked  up  the  data  and  then  you  reviewed  it  and  ex- 
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amined  it  in  final  form,  is  that  then  what  you  mean?  A. 
Generally  speaking  when  you  supervise  somebody  they 
work  directly  for  you. 

Q.  And  then  you  went  over  it  and  you  are  familiar  with 
the  underlying  data,  is  that  what  you  mean  by  supervis¬ 
ing?  A.  Yes,  sir. 

Q.  What  I  wanted  to  know  is  whether  each  of  the  stops 
shown  here  on  this  page  represented  a  separate  and  dis¬ 
tinct  trip  or  is  it  conceivable  or  is  it  the  fact  that  two  or 
three  of  these  demand  points  were  served  on  the  same 
flight?  For  example,  let’s  take  August  and  September, 
1947,  where  I  notice  you  have  stops  at  South  Bend,  Toledo 
and  Indianapolis.  Is  it  conceivable  that  the  same  flight 
served  those  two  points  on  the  same  trip?  A.  This  is 
taken  out  of  the  quarterly  report  that  we  supply  to  the 
Board.  In  that  they  request  the  number  of  times  that  we 
land  an  airplane  at  that  point,  so  the  number  of  stops  is  an 
individual  aircraft  going  into  each  point. 

Q,.  I  understand  that  part  of  it.  In  order  that  you  under¬ 
stand  my  question,  I  want  to  know  this :  You  show 
30590  a  stop  at  South  Bend  and  you  show  a  stop  at 
Toledo.  Is  it  possible  that  those  two  stops  repre¬ 
sent  a  flight  which  occurred  on  Monday  of  some  week  of 
August  or  September,  1947  ?  A.  I  still  don’t  quite  under¬ 
stand  your  question.  You  mean  that  the  same  aircraft 
served  those  two  cities  on  the  same  day? 

Q.  That  is  right,  so  that  you  get  two  stops  for  that  same 
flight.  A.  I  am  sure  that  that  did  not  happen. 

Q.  You  don’t  think  there  were  any  instances  in  this 
whole  listing  where  that  occurred?  A.  I  couldn’t  defi¬ 
nitely  say  that  there  are  none  in  here,  but  I  am  sure  that 
there  are  very  few,  if  any. 

Q.  I  noticed  in  September,  1948,  for  example,  you  show 
a  stop  at  Middletown,  Pennsylvania.  Do  your  records 
show,  one,  where  that  cargo  which  was  deplaned  there 
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came  from  and  do  they  show,  two,  where  the  plane  which 
made  that  stop  originated  and  terminated?  I  am  sure  your 
record  must  show  that,  but  do  your  work  sheets  show  that 
information?  A.  No,  sir,  the  work  sheets  I  have  with  me 
do  not  show  that. 

Q.  In  connection  with  the  demand  stop  services  which 
were  rendered  by  Slick  in  1948,  what  was  the  return  per 
revenue  ton-mile?  A.  I  do  not  know. 

Q.  That  is  a  figure,  isn’t  it,  which  the  company  has?  A. 
Certainly  not  readily  available  for  these  particular  periods. 

Q.  I  don’t  quite  understand  that  answer,  Mr. 
30591  Lobdell.  Let’s  take,  for  example,  the  quarter  ended 
June  30,  1948.  Do  you  mean  that  the  figure  show¬ 
ing  your  return  per  revenue  ton-mile  for  this  demand  ser¬ 
vice  rendered  in  that  quarter  is  not  readily  available?  A. 
If  von  could  isolate  that  individual  air  bill  and  figure  the 
ton-miles  and  the  charges,  you  would  have  the  return.  We 
do  not  have  the  air  bills  here  with  us. 

Q.  Doesn’t  Slick  Airlines  know  what  its  return  per 
revenue  ton-mile  is  on  its  demand  services?  A.  There 
have  been  an  number  of  studies  in  line  with  our  tariff  work. 

Q.  What  is  the  date  of  the  latest  study?  A.  I  am  not 
familiar  with  them. 

Q.  Who  is  familiar  with  that? 

Mr.  Miller :  Mr.  Examiner,  excuse  me  just  a  minute,  but 
I  believe  that  our  tariffs  which  have  been  introduced  here 
in  evidence  show  what  the  charges  are  for  demand  service 
and  the  material  here  shows  the  number  of  stops  and  the 
weight  emplaned  or  deplaned.  To  get  any  more  detail  than 
that,  even  though  only  a  comparatively  few  points  may  be 
involved,  it  would  necessitate  going  through  and  pulling 
out  all  of  the  air  bills  for  the  various  periods  shown  which 
we  haven’t  done  and  which  we  don’t  have  presently  avail¬ 
able.  I  don’t  see  that  any  useful  purpose  is  served  by  any 
further  pursuit  of  that  question. 
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Examiner  Radcliffe:  Has  there  been  an  objection? 

Mr.  Miller :  My  statement  is  simply  to  indicate  that  we 
are  not  in  a  position  to  supply  any  more  information  than 
has  been  supplied  in  the  form  of  our  exhibits  and 

30592  in  the  form  of  our  tariffs  on  this  question  without 
considerably  more  work. 

Mr.  Lorch :  May  I  ask  this  witness  a  few  more  questions, 
please  ? 

Examiner  Radcliffe:  Go  right  ahead. 

By  Mr.  Lorch: 

Q.  How  do  you  arrive  at  your  rates  that  you  charge  for 
demand  service  if  you  don’t  know  vour  cost  per  revenue 
ton-mile,  or  rather  your  return  per  revenue  ton-mile  for 
that  service?  A.  That  is  a  question  of  the  basis  we  use  in 
our  tariff.  I  will  pass  that  to  Mr.  Moorman. 

Q.  You  are  the  person  who,  as  I  understand  it,  has  the 
figures  in  your  control  and  you  are  the  person  who  de¬ 
veloped  this  exhibit.  You  referred  to  the  fact  that  certain 
studies  had  been  made  with  respect  to  this  problem.  What 
is  the  date,  from  your  best  recollection,  of  the  latest  study? 

Mr.  Miller :  Mr.  Examiner,  the  witness  has  already  sug¬ 
gested  that  question  be  passed  to  Mr.  Moorman.  This 
witness  sponsors  the  material  on  this  exhibit  as  taken  from 
the  company  records. 

Now,  if  you  want  to  go  into  another  question  of  the  rate 
policy  of  the  company  and  the  rate  studies  of  the  company, 
to  the  extent  that  that  is  appropriate  at  all,  which  is  doubt¬ 
ful,  I  insist  that  those  questions  be  deferred  for  Mr.  Moor¬ 
man. 

Examiner  Radcliffe:  The  witness  can  state  whether  he 
knows  or  does  not  know  and  if  he  considers  it  advisable  we 
will  have  it  deferred.  I  understand  that  he  would  like  this 
line  of  questioning  deferred  for  Mr.  Moorman,  Mr. 

30593  Lorch. 

Mr.  Lorch:  I  will  accede  to  Mr.  Miller’s  request 
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on  that,  but  I  would  like  to  have  an  answer  to  my  last  ques¬ 
tion  as  to  his  knowledge  of  the  latest  study. 

The  Witness :  I  don’t  recall  the  date  of  the  latest  study. 

Bv  Mr.  Lorch: 

Q.  By  that  you  mean  you  don’t  recall  of  any  being  made 
in  1948?  A.  I  don’t  recall  what  the  date  is  of  the  latest 
study. 

Q.  Have  you  seen  such  a  study  in  1948?  A.  I  don’t 
know.  I  don’t  recall. 

Q.  Do  you  participate  in  the  making  of  such  studies? 
Are  they  under  your  supervision?  A.  Some  of  the  times. 

Q.  Have  some  of  these  studies  been  prepared  by  you? 
A.  I  recall  assisting  in  several  studies  dealing  with  a  num¬ 
ber  of  subjects. 

Q.  I  am  just  talking  about  the  return  on  your  demand 
service.  A.  And  I  cannot  isolate  this  particular  point 
and  assign  a  date  to  it. 

Q.  You  can’t  recall  having  worked  on  such  a  study  in  any 
month  in  1948?  A.  No,  sir. 

Q.  Mr.  Lobdell,  in  connection  with  this  exhibit,  Page  51, 
what  do  your  records  show  as  to  the  amount  of  ferry  mile¬ 
age  which  the  company  operated  starting  with  1948  in 
connection  with  the  demand  service  reflected  in 
30594  that  exhibit?  A.  The  only  ferry  mileage  that  I 
know’  is  available  is  presented  in  our  quarterly  re¬ 
port  as  non-revenue  miles.  That  includes  any  ferry  mile¬ 
age  to  the  demand  points.  What  the  percentage  of  that  is, 
I  do  not  know. 

Q.  Your  company’s  records  would  disclose  what  that 
percentage  is,  would  they  not?  A.  No  records  that  I  know 
of  at  the  present  time. 

Q.  Is  it  a  figure  that  could  be  ascertained  by  the  com¬ 
pany?  A.  It  could  be  ascertained  with  considerable  work. 

Q.  As  I  understand  it  in  connection  with  your  demand 
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service,  the  company  does  not  currently  know  or  have 
readily  available  the  information  showing  the  extent  of 
the  ferry  mileage  rendered  in  connection  with  its  demand 
service?  A.  We  have  the  total  non-revenue  miles  which 
we  keep  very  close  track  of.  As  to  segregating  that,  break¬ 
ing  it  down  between  various  components,  one  of  them  being 
ferry  mileage  to  a  demand  point,  we  do  not  have  it. 

Q.  Still  on  page  51,  and  referring,  for  example,  to  Sep¬ 
tember,  1948,  and  the  City  of  Hartford  where  there  were 
two  flights,  as  I  understand  it,  to  Hartford  deplaning  a 
total  of  5,000  pounds  of  cargo,  where  did  that  cargo  origi¬ 
nate?  A.  From  this  record  I  cannot  tell  you.  I  would 
have  to  have  the  air  bills  in  front  of  me  in  order  to  deter¬ 
mine  that. 

Q.  Then  let’s  take  another  example.  You  show  Visalia, 
California,  in  that  same  quarter  with  one  stop  emplaning 
ten  thousand  pounds  of  cargo.  What  was  the  destination 
of  that  volume?  A.  The  only  thing  I  can  tell  you 
30595  is  obviously  east. 

Q.  Then  will  you  state  for  me  in  connection  with 
Exhibit  10-B,  pages  50  and  51  where  you  show  demand 
service  rendered,  the  points  where  cargo  was  either  em¬ 
planed  or  deplaned  at  a  certificated  point  served  by  an  air 
carrier?  A.  No,  I  cannot. 

Q.  But  that  information  is  contained  in  your  company 
records,  isn’t  it?  A.  You  mean  a  comparison  of  our 
points  with  the  certificated  points? 

Q.  No,  I  want  to  know,  going  back  to  the  Hartford  de¬ 
planing  and  the  Visalia  emplaning,  as  examples,  where  the 
cargo  originated  or  what  its  point  of  destination  was, 
actually  as  to  these  shipments.  A.  I  believe  I  told  you  I 
do  not  have  a  record  here  to  tell  me  where  the  origin  and 
destination  are  so  I  cannot  tell  you  whether  it  is  a  certifi¬ 
cated  point  or  not. 

Q.  From  your  work  sheets  or  rather  from  the  material 
from  which  your  work  sheets  were  prepared,  that  material 
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contained  that  information,  did  it  not?  A.  The  air  bills 
certainly  contained  the  origin  and  destination. 

Q.  And  that  information  was  not  taken  off  and  put  on 
to  your  work  sheets?  A.  The  origin  and  destination? 

Q.  Yes.  A.  No,  sir. 

Mr.  Lorch :  Mr.  Examiner,  I  would  like  to  have  the  point 
of  origination  in  the  case  of  the  deplaned  ship- 
30596  ments  and  the  point  of  destination  in  the  case  of 
of  the  emplaned  shipments.  I  am  not  especially  in¬ 
terested  in  October,  1947  or  the  June,  1947  quarter,  but  for 
the  months  and  periods  shown  on  SA-51  supplied  for  the 
record. 

Mr.  Miller:  Mr.  Examiner,  I  believe  that  presents  the 
same  question  we  had  yesterday.  I  understand  that  that 
information  is  not  available  without  going  back  and  mak¬ 
ing  a  hand  study  of  all  the  air  bills  for  all  of  these  months, 
so  accordingly  we  are  not  in  a  position  to  furnish  that  in¬ 
formation. 

Mr.  Lorch:  May  I  make  the  brief  comment,  Mr.  Exam¬ 
iner,  that  this  subject  of  demand  service  is  specifically 
covered  by  the  Board’s  order  and  I  am  sure  that  the  Ex¬ 
aminer  will  recall  that  there  was  some  reference  to  demand 
service  in  previous  considerations.  It  seems  to  me  that 
the  information  I  have  requested  is  pertinent  to  the  issues 
and  within  the  scope  of  the  proceeding. 

Examiner  Radcliff  e :  In  the  course  of  your  cross  exami¬ 
nation  here,  I  have  noted  a  number  of  questions  with  refer¬ 
ence  to  demand  service  that  I  think  would  be  of  interest  to 
the  Board.  You  have  gotten  no  answers  on  them.  It  is  my 
position  on  this  that  insofar  as  they  are  proposing  a  new 
type  service,  the  applicants  carry  the  burden  of  proof  and 
insofar  as  they  see  fit  to  offer  information,  that  is  entirely 
a  matter  within  their  discretion.  As  I  say,  I  do  have  a 
number  of  questions  here  unanswered  and  I  think  the 
Board  would  be  interested.  The  showing  here  leaves  many 


2786 


Excerpts  from  Testimony  of  W.  R.  LobdeU 

questions  relating  to  demand  service  and  the  usefulness 
and  value  of  it  up  in  the  air,  as  I  see  it. 

30597  Would  you  like  to  take  a  little  recess  and  con¬ 
sider  what  might  be  done  to  furnish  this  or  do  you 

want  to  let  the  matter  stand  as  is? 

Mr.  Miller:  Yes,  Mr.  Examiner,  I  would  like  to  talk  with 
our  people  to  see  if  there  is  readily  available  anything 
more  than  we  have  furnished.  I  understand  that  we  can¬ 
not  answer  the  questions  put  by  Mr.  Lorch  without  an  ex¬ 
tensive  re-examination  of  our  records,  but  I  would  suggest 
a  brief  recess  and  we  will  confer  with  our  witnesses  on  that 
subject. 

Examiner  Radcliffe:  We  will  take  a  five  minute  recess. 
(Short  recess  taken.) 

Examiner  Radcliffe:  Come  to  order,  gentlemen. 

Mr.  Miller,  do  you  have  a  statement  you  want  to  make 
now? 

Mr.  Miller:  Yes,  Mr.  Examiner. 

Consultation  with  company  officials  has  confirmed  the 
fact  that  the  origin  and  destination  information  requested 
in  connection  with  Exhibit  page  SA-51  is  not  readily 
available  and  could  not  be  produced  without  the  expendi¬ 
ture  of  considerable  time  and  money  from  the  original  air 
bills. 

However,  there  is  another  possible  source  of  this  infor¬ 
mation,  namely,  the  records  of  our  sales  offices  and  we  pro¬ 
pose  to  explore  that  source  of  information  and  to  the 
extent  that  the  information  requested  is  available,  furnish 
it  before  the  close  of  the  hearing,  if  possible,  and  if  not, 
within  ten  days  after  the  close  of  the  hearing. 

Examiner  Radcliffe:  Mr.  Lorch,  as  I  understand  your 
question  related  only  to  the  quarter  ending  June  30,  1948, 
and  the  quarter  ending  September  30,  1948.  Is  that 

30598  correct? 

Mr.  Lorch:  Well,  I  thought  that  if  we  could  have 
the  information  for  all  the  periods  covered  on  page  51, 
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that  is  August  and  September  of  1947  through  the  Septem¬ 
ber  quarter  of  1948,  it  would  be  better,  because  as  I  under¬ 
stand  it  that  is  the  period  covered  by  their  operation  under 
their  letter  of  registration.  That  is  the  period  I  would  like 
to  have  it  for. 

Examiner  Radcliffe:  Is  that  satisfactory? 

Mr.  Miller:  To  the  extent  that  it  is  available  from  the 
source  indicated,  we  will  be  glad  to  furnish  it  for  the  entire 
periods  shown  on  Exhibit  SA-51. 

Mr.  Lorch:  We  will  review  what  is  submitted  by  Slick 
as  suggested  by  Mr.  Miller.  If  it  doesn’t  meet  our  request, 
wre  would  like  to  reserve  the  right  to  comment  or  object  to 
it  after  we  have  had  an  opportunity  to  examine  it. 

Examiner  Radcliffe:  They  have  stated  they  will  en¬ 
deavor  to  have  it  before  the  close  of  the  hearing. 

Mr.  Lorch:  That  is  fine,  if  they  have  it  then.  I  wonder 
if  Mr.  Miller  at  the  same  time  as  he  checks  his  salesmen’s 
records  or  the  records  that  he  is  talking  about  could  not 
also  make  a  check  to  find  out  if  there  are  company  records, 
and  so  advise  us,  which  contain  segregated  information 
dealing  with  this  demand  service  with  particular  reference 
to  the  origination  and  destination  information  about  which 
I  have  inquired  and  the  other  subjects. 

Examiner  Radcliffe:  Would  you  specify  the  other  sub¬ 
jects? 

Mr.  Miller :  Mr.  Moorman  will  answer  any  of  those  ques¬ 
tions  when  he  is  put  on  the  stand.  We  will  be  in  a  position 
to  answer  any  general  questions  about  demand  point 
service  and  whether  records  are  available  and  the 
30599  extent  to  which  they  are  available  on  demand  point 
service. 

Examiner  Radcliffe:  Then  will  you  defer  those  ques¬ 
tions,  Mr.  Lorch? 

Mr.  Lorch :  All  right. 
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By  Mr.  Lorch : 

Q.  Still  on  page  51  for  a  minute,  Mr.  Lobdell,  and  re¬ 
ferring  to  Milwaukee,  in  the  quarter  ending  June  30,  1948, 
do  you  know  what  that  shipment  represented  in  the  way 
of  type  of  cargo?  A.  I  have  no  idea  from  the  information 
presented  herein. 

Q..  Who  would  know  what  that  is?  A.  The  air  bill. 

Q.  What  does  the  air  bill  say?  A.  I  do  not  know.  I 
don’t  have  the  air  bills  in  front  of  me. 

Q.  Will  you  turn  back,  please,  to  Exhibit  4-F,  page  24? 
You  were  asked  a  series  of  questions  about  this  exhibit 
and  the  source  and  nature  of  the  underlying  data  on  which 
these  percents  were  calculated.  I  don’t  propose  to  go  into 
that.  As  I  recall  some  of  your  answers,  they  were  to  the 
effect  that  you  didn’t  know  of  your  own  knowledge?  A. 
About  what? 

Q.  Let  me  ask  my  question  now.  Do  you  have  the  work 
sheets  here  on  which  this  exhibit  was  prepared?  A.  No, 
sir,  I  do  not. 

Q.  Where  are  those  work  sheets?  A.  They  are  in  San 
Antonio. 

30600  Q.  Why  did  you  leave  them  in  San  Antonio?  A. 

Mainly  because  I  have  work  sheets  about  that  high 
(indicating). 

Q.  In  connection  with  these  exhibits?  A.  In  connection 
with  these  exhibits. 

Q.  Then  the  work  sheet  on  which  this  exhibit  is  prepared 
is  available  in  San  Antonio,  is  that  right?  A.  There  are 
work  sheets,  obviously,  to  prepare  this  exhibit. 

Q.  And  you  saw  the  work  sheet,  did  you?  A.  Yes,  sir. 

Q.  What  is  on  that  work  sheet?  What  are  the  items 
shown?  A.  In  order  to  get  a  percentage  you  obviously 
have  to  have  both  the  factors  involved. 

Q.  What  are  they?  A.  Billed  weight  and  dead  weight. 

Q.  Does  the  work  sheet  show  the  number  of  air  bills 
examined?  A.  I  don’t  believe  they  do. 
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Mr.  Miller:  The  exhibit  shows  the  period  covered,  Mr. 
Lorch. 

Mr.  Lorch :  I  understand  that. 

The  Witness:  Also,  naturally,  they  show  the  ton-miles. 

By  Mr.  Lorch: 

Q.  But  you  are  not  sure  that  the  air  bills  do  not  show  the 
number  of  work  sheets  examined,  are  you?  A.  I  am 
pretty  sure  they  do  not. 

Q.  Why  was  that  information  omitted  from  vour 
30601  work  sheets?  A.  We  were  requested  to  furnish 
no  conversion  factors  for  air  bills  so  obviously  it 
wasn’t  pertinent  to  the  exhibit. 

Q.  As  I  understand  it,  you  have  supplied  this  imforma- 
tion  for  one  week  and  you  have  presented  it  here  as  being 
representative  and  something  upon  which  we  can  rely. 
Is  that  correct?  A.  That  is  correct.  This  is  presented 
as  a  representative  week  for  converting. 

Q.  And  I  believe  that  you  have  testified  yesterday  that 
the  number  of  shipments  tested  in  this  sample  period  had 
a  bearing  on  the  reliability  and  validity  of  the  factors 
which  you  developed,  did  you  not?  A.  I  believe  that  I  said 
at  the  end  of  the  discussion  that  the  distribution  of  the 
traffic  within  the  commodity  classifications  would  be  simi¬ 
lar  in  the  other  periods.  Therefore,  this  conversion  factor 
would  be  appropriate. 

Q.  Then  you  are  not  able  from  any  information  that  is 
available  to  you,  except  going  back  to  the  original  way¬ 
bills,  to  tell  us  how  many  shipments  were  involved  in  con¬ 
nection  with  any  one  of  these  classifications?  A.  No,  sir. 

Q.  I  noticed  that  the  4-F  exhibit  is  for  the  week  of 
September  26, 1948,  and  4-G-,  being  the  description  by  com¬ 
modity  classifications,  is  for  the  last  week  in  October  of 
1948.  Why  was  not  the  September  description  used?  A. 
You  mean  why  weren’t  similar  weeks  used? 

Q.  Yes.  A.  Mainly  because  Exhibit  SA-4-G  was  an 
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afterthought  to  help  explain  the  commodity  des- 

30602  criptions  and  this  description  was  worked  up  from 
the  current  week  in  the  accounting  department 

as  a  matter  of  expediency. 

Q.  In  4-F  the  descriptions  for  October  were  applied 
to  the  September  actual,  is  that  what  you  mean?  The 
classifications  for  October  appearing  on  4-G  appear  in  4-F 
rather  than  the  commodity  classifications  that  actually 
were  in  effect  in  the  last  week  of  September,  1948.  A- 
The  commodity  classifications  are  the  same. 

Q.  Turning  to  5- A,  page  28,  and  the  column  relating  to 
consignees  served  through  fowarders,  I  understand  that 
you  received  the  information  reflected  in  that  column  by 
letters  from  forwarders?  A.  I  believe  some  of  them  were 
letters  and  some  were  verbal  commitments  to  our  repre¬ 
sentatives  setting  out  the  number  of  consignees  served  by 
the  forwarder  for  Slick  Airways. 

Q.  Taking  the  second  classifications  first,  you  asked  your 
representative  to  contact  a  forwarder  to  obtain  the  infor¬ 
mation,  is  that  right,  and  then  the  forwarder  supplied  that 
to  your  representative,  who  in  turn  supplied  it  to  you?  A. 
In  some  cases  we  went  direct. 

Q.  When  you  say  “We  went  direct”,  what  do  you  mean 
by  that?  A.  In  some  cases  I  went  direct. 

Q.  In  how  many  instances  did  you  do  that  direct? 

Mr.  Miller:  Mr.  Examiner,  I  don’t  know  that  that  is 
material  or  important  I  don’t  know  what  Mr.  Lorch  is 
driving  at 

30603  The  Witness :  I  don’t  recall  where  they  were  and 
how  many  there  were. 

By  Mr.  Lorch: 

Q.  Let’s  have  an  example  of  what  you  did.  You  asked 
the  forwarder  for  the  number  of  consignees  or  what  did 
you  ask  the  forwarder  for  when  you  went  to  him  direct? 
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A.  That  is  right.  I  asked  the  forwarder  for  the  number 
of  consignees  they  served  for  Slick  Airways. 

Q.  And  then  what  did  he  do?  A.  During  the  periods 
that  we  are  reporting? 

Q.  What  did  he  do?  A.  I  have  no  idea  what  he  did. 

Q.  He  must  have  furnished  information  to  you  in  some 
way.  A.  He  must  have  counted  them  off  his  records. 

Q.  I  am  not  talking  about  that.  Did  he  write  you  a  letter 
or  give  you  a  memorandum  or  tell  you  verbally?  A.  In 
most  cases. 

Q.  Which,  verbally?  A.  Wrote  a  letter  or  wrote  a  letter 
to  my  representative. 

Q.  But  in  no  instance,  as  far  as  you  know,  no  Slick 
representative  actually  examined  the  forwarders’  records 
in  connection  with  that,  is  that  correct?  A.  I  wouldn’t 
make  that  statement. 

Q.  I  said  so  far  as  you  know.  A.  I  can’t  say  one  way  or 
the  other.  I  don’t  know. 

Q.  Did  you  examine  the  actual  records?  A.  I  did 
not 

30604  Mr.  Miller :  I  think  it  was  agreed,  Mr.  Examiner, 
that  the  parties  in  submitting  this  material  could 
rely  upon  the  information  which  they  obtained  by  request 
from  forwarders  or  consolidators.  There  was  nothing  to 
require  any  inspection  or  double-checking  or  examination 
of  the  forwarders’  or  consolidators’  records. 

Mr.  Lorch :  That  is  not  my  understanding,  that  we  could 
rely  on  the  accuracy  of  the  forwarders’  representations  as 
to  the  information  supplied.  It  was  my  understanding  that 
if  the  applicants  wanted  to  secure  the  information  in  that 
way,  they  could  supply  it  in  that  way,  but  we  certainly 
don’t  concede  the  validity  of  the  information  as  being  ac¬ 
curate  when  it  is  secured  in  that  way. 

Examiner  Radcliffe:  I  will  permit  this  line  of  question¬ 
ing.  The  agreement  was  that  there  would  be  no  objection 
because  of  the  hearsay  nature. 
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Mr.  Lorch:  That  is  right.  I  am  not  objecting  on  that 
basis. 

Examiner  Radcliffe:  But  as  to  questions  which  go  to 
the  method  of  deriving  the  data,  I  think  they  are  proper. 

The  Witness :  I  believe,  Mr.  Lorch,  that  the  forwarders 
wouldn’t  let  either  myself  or  one  of  our  representatives 
go  into  their  records. 

By  Mr.  Lorch : 

Q.  You  think  they  might  be  a  little  enthusiastic  about 
the  numbers  of  consignees  that  they  say  they  represent? 
A.  If  we  know  what  consignees  they  are,  what  is  prevent¬ 
ing  us  from  going  direct  to  their  consignees? 

Q.  How  many  forwarders  were  there  that  you  contacted 
in  the  way  you  have  described?  A.  I  don’t  recall 
30605  immediately.  That  information  is  on  the  work 
sheets. 

Q.  Can  you  give  me  an  approximation?  A.  No,  all  I 
can  say  is  that  there  were  five  or  six  at  each  major  point. 
There  may  have  been  ten  in  some  of  them. 

Q.  Would  you  check  your  work  sheets  and  let  us  know 
the  exact  number  of  forwarders  who  were  contacted  as  you 
have  described?  A.  Forwarders  and  consolidators? 

Q.  Yes,  forwarders  and  consolidators.  A.  Yes,  we  can 
supply  that  information. 

Q.  When  you  supply  that,  could  you  break  it  down  by 
cities?  You  don’t  have  very  many  cities. 

Mr.  Miller:  Mr.  Examiner,  I  don’t  believe  that  is  re¬ 
quired  in  the  Board’s  order  and  I  think  it  is  confidential 
information.  It  involves  our  customers  and  I  don’t  see  that 
we  should  be  called  upon  to  furnish  that  information.  I 
don’t  think  any  of  the  other  parties  should  be  called  upon 
to  furnish  that  type  of  information. 

Examiner  Radcliffe:  You  say  it  is  confidential,  merely 
the  number  in  a  certain  city,  without  the  names  ? 
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Mr.  Miller:  The  number  would  not  be,  no.  I  thought 
he  was  calling  for  the  names  of  those  people. 

Examiner  Radcliffe:  I  understood  it  was  just  the  num¬ 
ber  in  the  various  cities. 

Mr.  Miller:  I  think  that  can  be  supplied  without  too 
much  difficulty.  Of  course,  we  will  expect  the  same  type  of 
information  from  all  the  other  parties. 

30606  Examiner  Radcliffe:  Your  turn  is  coming. 

Proceed,  Mr.  Lorch. 

By  Mr.  Lorch: 

Q.  It  is  possible,  isn’t  it,  Mr.  Lobdell,  that  in  the  number 
which  you  have  shown  here  a  consignee  could  have  been 
served  by  more  than  one  forwarder?  That  certainly  would 
be  possible,  would  it  not,  out  of  a  city  like  New  York?  A. 
I  think  it  could  be  possible. 

Q.  Do  you  know  whether  or  not  that  is  the  fact?  A. 
No,  I  do  not. 

Q.  Would  you  turn,  please,  to  Exhibit  9-G,  page  47? 
Under  the  item  in  the  balance  sheet  for  the  quarter  ending 
September  30,  1948,  opposite  transportation,  you  show  the 
figure  306,  721  dollars.  A.  Yes,  sir. 

Q.  As  I  understood  you  yesterday,  that  was  made  up 
among  other  things  from  amounts  due  from  or  received 
from  forwarders.  Is  that  correct?  A.  Any  accounts  re¬ 
ceivable  with  forwarders  is  included  in  there. 

Q.  And  your  accounts  are  in  such  shape,  are  they  not, 
that  you  could  separate  the  amounts  due  from  forwarders 
from  the  remaining  items  of  the  accounts  receivable? 

Mr.  Miller:  Mr.  Examiner,  I  believe  that  is  confidential 
information  and  I  don’t  believe  we  should  be  required  to 
furnish  that.  I  don’t  believe  any  of  the  rest  of  the  parties 
should.  Of  course,  if  we  are  required  to  furnish  it,  we  will 
expect  the  same  thing  from  them. 
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Mr.  Lorch :  I  just  asked  him  if  his  accounts  are  in  that 
shape.  That  is  my  present  question. 

30607  The  Witness:  There  are  certainly  supporting 
documents  for  each  of  these  accounts. 

By  Mr.  Lorch: 

Q.  And  your  records  would  show  the  amounts  due  from 
forwarders,  would  they  not?  A.  They  show  the  amounts 
due  from  whoever  owes  us  money. 

Q.  How  much  of  the  $306,000  is  represented  by  amounts 
due  from  forwarders  in  this  quarter?  A.  I  can’t  tell  you 
the  number.  I  do  not  know. 

Q.  Will  you  from  your  records  supply  that  information, 
please? 

Mr.  Miller:  Mr.  Examiner,  we  object  to  that  for  the 
reason  previously  assigned. 

Mr.  Lorch:  In  response  to  Mr.  Miller’s  comment,  I  do 
believe  that  it  is  certainly  within  the  issues  of  this  proceed¬ 
ing,  the  basic  issues  of  this  proceeding  and  I  think  it  is 
within  the  issues  created  by  this  order  for  us  to  know  and 
for  the  Board  to  know  how  much  of  this  traffic  or  how  much 
of  the  business  is  forwarder  business.  It  is  pertinent 
because  it  bears  on,  among  other  things,  the  question  of 
fitness,  willingness  and  ability.  If  these  applicants  are 
using  forwarders  to  generate  their  traffic  instead  of  gen¬ 
erating  it  themselves,  that  goes  to  the  question  of  their 
existing  costs,  to  the  question  of  any  prospective  or  future 
costs,  and  in  turn  their  ability  to  conduct  an  economical 
operation.  We  believe  that  if  we  had  the  opportunity  we 
could  show  that  the  financial  ills  of  at  least  one  of  the 
applicants  in  this  proceeding  were  in  part  due 

30608  to  the  inability  to  collect  accounts  from  forwarders. 

Therefore,  I  believe  that  it*  is  important  to  have 
that  figure  so  that  we  may  properly  appraise  this  whole 
proposal. 
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Examiner  Badcliffe :  Mr.  Miller. 

Mr.  Miller:  Mr.  Examiner,  I  would  simply  like  to  point 
out  that  what  their  information  may  be  about  some  other 
carrier  that  is  not  a  matter  of  record  in  this  proceeding 
certainly  serves  as  no  basis  for  requesting  this  information 
of  us.  I  would  like  to  further  point  out  that  simply  as¬ 
certaining  the  amount  due  from  forwarders  would  serve  no 
useful  purpose  unless  you  had  the  names  and  financial 
ability  and  financial  statements  and  conditions  of  those 
forwarders,  which  would  certainly  be  confidential  informa¬ 
tion  and  you  couldn’t  draw  an  inference  that  the  forwarder 
account  was  good  or  bad  any  more  than  you  could  on  any 
other  account  from  the  fact  that  you  had  a  forwarder 
account 

Further,  if  they  want  to  approach  this  subject  from  a 
proper  accounting  standpoint,  the  only  appropriate  ques¬ 
tion  is  whether  or  not,  by  tested  methods,  your  reserve 
for  doubtful  accounts,  as  shown  in  your  balance  sheet,  is 
an  approved  reserve. 

Examiner  Badcliffe:  I  have  the  further  difficulty  with 
the  request,  Mr.  Lorch,  that  to  show  the  proportion  of 
accounts  receivable  attributable  to  freight  forwarders  as 
against  those  attributable  to  other  carriers  is  not  very 
helpful  unless  you  know  the  comparative  volumes  of  traf¬ 
fic  they  are  generating,  which  we  do  not  have. 

Mr.  Gribbon:  Let’s  have  that  produced  too. 
30609  Mr.  Lorch:  We  have  been  trying  to  get  at  that, 
Mr.  Examiner,  and  whatever  we  can  get  that 
gives  us  some  inkling  at  least  on  the  information  phase  of 
the  case  I  think  we  ought  to  have.  Mr.  Miller  put  the  em¬ 
phasis  on  the  wrong  point,  as  far  as  I  am  concerned,  that  is, 
as  to  reserve  for  doubtful  accounts  and  so  on.  My  request 
goes  to  a  much  more  important  phase  of  the  proceeding 
than  that,  as  I  outlined. 

Examiner  Badcliffe:  I  appreciate  the  aspect  that  you 
had  in  mind  there,  fitness,  willingness  and  ability,  but  we 
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have  to  have  some  practical  limit  to  how  far  we  are  going 
to  go  here  and  I  can’t  see  that  this  information  is  of  such 
value  in  this  proceeding  as  to  warrant  any  direction  for 
additional  effort  on  the  part  of  the  applicant  here. 

Mr.  Lorch:  One  item  that  these  applicants  raise  in 
connection  with  the  certificated  carriers  is  that  our  costs 
are  higher  than  theirs.  We  have  our  sales  organizations 
and  we  have  our  development  efforts  going  out  to  develop 
cargo.  They  come  along  and  use  forwarders  to  develop 
cargo,  which  has  the  effect  of  reducing  certain  items  of 
expense  in  their  operations  and  they  make  the  argument 
about  the  fitness,  willingness  and  ability,  the  ability  to  earn 
money.  They  show  a  loss  from  operations  and  a  deficit 
from  operations,  even  though  they  are  using  forwarders. 
I  think  it  is  important  to  know.  Maybe  the  per  cent  of 
forwarder  business  is  so  high  that  they  don’t  want  to  dis¬ 
close  it.  Maybe  it  is  a  small  item.  I  don’t  know.  I  think 
it  is  something  that  we  ought  to  have. 

Mr.  Miller :  Mr.  Examiner,  I  don’t  think  that  argumenta¬ 
tive  speech  adds  a  great  deal  to  the  question  of  the 
30610  materiality  or  relevancy  of  this  evidence  at  this 
time. 

On  the  cost  question.  I  might  say  that  we  have  yet  to 
ascertain  in  any  proceeding  so  far  the  freight  costs  of 
United  Airlines,  American  Airlines,  or  any  of  the  other 
major  certificated  carriers  so  I  don’t  think  they  are  in  a 
position  to  make  an  extended  argument  on  the  cost  question 
in  connection  with  this  question.  We  stand  on  our  objec¬ 
tions  as  previously  assigned. 

Examiner  Radcliffe:  I  will  sustain  the  objection. 

By  Mr.  Lorch: 

Q.  Mr.  Lobdell,  on  this  same  page  and  opposite  the  item 
“Sundry  Transportation”,  do  I  understand  that  questions 
regarding  that  item  should  be  addressed  to  Mr.  Moorman 
rather  than  you?  A.  You  may  direct  the  questions  to  me. 
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If  I  cannot  supply  you  the  answers,  I  will  refer  them  to  Mr. 
Moorman. 

Q.  I  want  to  know  what  is  the  source  of  the  revenue 
shown,  the  nature  of  the  transportation!  A.  That  is  a 
sundry  receivable  item  due  to  transportation  operations. 
I  believe  it  is  separated  from  revenue,  from  freight  move¬ 
ment  and  other  miscellaneous  items  of  receivables. 

Q.  You  mean  that  this  transportation  item  of  $111,000 
is  something  received  from  an  operation  other  than  your 
common  carrier  operation!  A.  Items  that  are  pertinent 
to  doing  business,  gasoline  refunds  and  there  must  be 
others.  I  don’t  know  what  they  are  right  now. 

Q.  How  is  gasoline  refunds  revenue  from  transporta¬ 
tion!  I  don’t  quite  understand  that.  A.  Let  me 
30611  explain  the  designations.  Where  the  transporta¬ 
tion  appears  we  are  trying  to  assign  it  to  the  com¬ 
mon  carrier  operation  as  segregated  from  the  S.  and  S. 
division.  That  is  the  reason  for  the  notation  “transporta¬ 
tion”.  That  could  very  well  say,  “Common  Carrier  Opera¬ 
tions”. 

Q.  That  is  the  first  item  I  was  talking  about.  That  is 
the  $306,000  item!  A.  That  is  right,  and  also  “Sundry” 
you  notice  is  broken  down  between  two  units.  One  is  trans¬ 
portation  or  you  could  use  the  words  “common  carrier 
operation”.  The  other  one  is  supply  and  service  division, 
which  is  not  a  common  carrier  operation. 

Q.  Let  me  see  if  I  can  clear  it  up  in  my  own  mind  this 
way :  Did  you  obtain  $111,000  or  some  part  of  $111,000  for 
carrying  some  type  of  traffic  some  place!  A.  I  rather 
doubt  it.  I  believe  that  the  traffic  receivable  is  up  in  the 
$306,000  account. 
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Further  Cross  Examination 
By  Mr.  Lawler: 

Q.  Mr.  Lobdell,  on  your  quarter  ending  June  30,  you 
show  34  flights  ending  in  St.  Louis  and  no  traffic  at 

30612  all  carried  out  of  St.  Louis.  Have  you  any  explana¬ 
tion  for  that?  A.  34  flights  into  St.  Louis? 

Q.  And  34  out  of  St.  Louis,  but  you  carried  not  a  pound 
out  of  St.  Louis.  Have  you  any  explanation  for  that? 
A.  Obviously  we  didn’t  carry  any  tonnage  out.  That  is 
the  only  explanation  I  have.  The  reasons  for  it  I  do  not 
know. 

•  •  •  •  • 

By  Mr.  Bishop: 

•  •  •  •  • 

Q.  Then  the  further  question  as  to  the  number  of  sched¬ 
ules  will  not  be  in  point.  On  our  own  behalf,  I  want  to 
refer  back  to  SA-4-F  on  page  24,  conversion  factors. 
On  what  basis  did  you  choose  the  particular  period  for 
the  week  ending  September  26,  1948,  as  being 

30613  representative?  Let  me  ask  the  question  first,  do 
you  consider  this  a  fairly  representative  week?  A. 

I  consider  it  a  fairly  representative  week. 


Q.  Then  I  will  go  to  my  next  question;  if  so,  on  what 
do  you  base  this,  from  the  general  work  that  you  did  in 
examining  a  great  number  of  air  bills?  I  am  just  trying  to 
get  at  the  general  source  of  your  impression.  What  makes 
it  representative?  A.  We  reviewed  the  weeks  in  Septem¬ 
ber  and  generally  speaking,  looking  at  the  large  commodity 
classifications,  that  is,  large  in  traffic  flow,  we  tried  to  find 
one  that  had  the  same  distribution  as  the  total  months  so 
that  this  week  would  be  representative  of  the  month,  and 
therefore  fairly  representative  of  the  other  periods. 
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Q.  And  you  do  state  that  you  consider  from  that  general 
overlooking  of  the  air  bills  this  is  a  representative  period? 
A.  Yes,  sir. 

Q.  SA-28,  on  page  28.  Are  you  of  notice  by  the  nature 
of  the  replies  or  from  any  other  information  in  your  pos¬ 
session  of  any  facts  that  would  cause  you  to  doubt  the 
replies  received  by  you  from  the  forwarders?  A.  No, 
sir. 

Q.  Reversing  the  question  then,  you  will  state  that  you 
consider  the  material  that  you  have  obtained  from  the 
forwarders  as  being  credible  and  convincing  to  you? 

Mr.  Lorch :  I  object,  Mr.  Examiner,  as  being  immaterial. 
He  has  given  an  answer  to  this  and  I  think  that 
30614  question  is  one  for  the  Examiner  to  determine  and 
not  for  the  witness.  We  will  try  to  develop  the 
facts  surrounding  the  collection  of  this  material. 

Examiner  Radcliffe :  It  seems  to  me  we  are  dealing  with 
a  hearsay  matter  here.  How  I  can  observe  this  witness’ 
answer  and  judge  whether  the  replies  he  got  are  credible, 
I  don’t  know. 

The  Witness :  I  would  like  to  make  one  statement. 

Mr.  Bishop :  I  would  like  to  speak  to  that  objection. 

Examiner  Radcliffe :  You  may. 

Mr.  Bishop:  There  was  some  criticism  implied  in  Mr. 
Lorch’s  questioning  of  the  use  by  the  witness  of  the  for¬ 
warders’  replies.  Those  replies  were  admissible,  as  I  un¬ 
derstand  it,  by  agreement.  The  credibility  thereof  I  be¬ 
lieve  can  and  should  be  expanded  to  whatever  extent  this 
witness  is  able  for  the  use  of  the  Examiner.  I  grant  that  the 
final  judgment  will  be  made  by  the  Board  or  by  the  Ex¬ 
aminer  as  to  the  credibility  of  the  replies,  but  if  there  is 
any  possibility  of  pointing  out  whether  they  are  hearsay 
evidence  as  further  details  of  weight  or  credibility  within 
the  witness’  knowledge,  those  should  be  of  record,  par¬ 
ticularly  by  reason  of  the  implied  discrediting  of  that  hear¬ 
say  evidence  embodied  in  Mr.  Lorch’s  question. 
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I  just  want  to  give  the  opportunity  to  the  witness  and 
so  too,  to  the  Examiner,  to  indicate  whether  this  hearsay 
evidence  is  fallible  or  whether  there  are  any  other  ele¬ 
ments  on  which  the  rest  of  ns  can  explore  further. 

Examiner  Radcliffe:  Very  well.  I  will  overrule  the  ob¬ 
jection.  You  can  state  the  question  again  or  shall 
30615  we  have  the  reporter  read  it  back! 

•  •  •  •  • 

30619 

•  •  *  •  • 

By  Mr.  Gribbon: 

Q.  Could  you  tell  me  how  Exhibit  SA-13  was  prepared, 
mechanically?  A.  It  was  prepared  by  our  accounting  de¬ 
partment. 

Q.  By  your  accounting  department  located  in  San  An¬ 
tonio?  A.  Yes,  sir. 

Q.  Was  it  prepared  from  waybills?  A.  It  was  prepared 
from  air  bills. 

Q.  All  of  your  air  bills  for  transportation  rendered  in 
the  period  ending  November  15th,  therefore,  have  gone 
through  your  accounting  department,  is  that  correct?  A. 
One  phase  of  the  accounting  department,  yes.  There  are 
a  number  of  operations  in  the  accounting  department. 

Q.  But  all  of  the  bills  for  the  eight-day  period  ending 
November  15th  have  been  included  in  this  exhibit?  A. 
Yes,  sir. 

Q.  This,  then,  does  not  represent  sales  at  the  various 
stations  but  represents  transportation  actually  rendered 
between  the  various  cities?  A.  Yes,  traffic  flow 
information. 

Q.  Do  your  waybills  carry  the  point  of  origin  and  point 
of  destination  on  them?  A.  Certainly,  point  of  origin  on 
Slick  Airways  and  point  of  destination  on  Slick  Airways. 

Q.  They  don’t  carry  area  of  origin  and  area  of  destina¬ 
tion  on  them,  do  they?  A.  Certainly  not. 
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30620  Q.  How  do  you  arrive  at  this  commodity  study 
which  is  in  terms  of  area-to-area  from  your  way¬ 
bills  which  are  on  a  point-to-point  basis?  A.  They  are 
combined  into  the  area. 

Q.  You  look  at  all  of  the  traffic  that  moved  from  each 
point  on  your  system  to  each  other  point  on  your  system 
and  that  is  what  you  do,  isn’t  it?  That  is  the  first  step,  isn’t 
it?  A.  Certainly.  You  have  to  consider  point-to-point  in 
order  to  get  that  area-to-area. 

Q.  So  that  at  that  stage  of  preparing  your  data  here  you 
have  the  point-to-point  flow  of  traffic  by  commodity,  is  that 
correct  ?  A.  The  thing  that  confuses  me  is  you  say  “you 
have.”  A  lot  of  this  work  is  done  by  machine  so  you  don’t 
actually  have  the  data  in  front  of  you. 

Q.  You  mean  the  machine  just  keeps  it  in  its  head?  A. 
The  machine  keeps  it  on  a  card,  I  guess. 

Q.  You  mean  you  don’t  have  it  here,  is  that  what  you 
mean?  A.  You  don’t  have  it  available  in  front  of  you  when 
you  are  doing  the  work. 

Q.  You  do  not?  You  have  an  air  bill,  then,  and  you  have 
all  of  the  air  bills  for  shipments  that  originated  in  the  City 
of  Los  Angeles,  we  will  say.  Now,  you  total  all  of  those 
air  bills,  do  you  not?  A.  Yes. 

Q.  So  that  you  have  the  total  traffic  moving  out  of 

30621  Los  Angeles.  That  is  not  in  a  machine.  That  figure 
is  available  to  you,  isn’t  it?  A.  No,  it  is  totalled, 

combined  and  extended  in  the  machine. 

Q.  Would  you  explain  to  me  that  operation  of  totaling, 
combining  and  extending  that  figure  in  the  machine?  A. 
We  need  an  International  Business  Machine  representative 
here,  which  I  am  not. 

Mr.  Miller:  I  think  the  witness  has  answered  it  to  the 
extent  that  he  can  answer  it. 

Examiner  Kadcliffe :  Very  welL 
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Q.  And  I  understand  then  that  nowhere,  here  nor  in  San 
Antonio,  nor  in  any  of  your  work  papers,  do  you  have 
available  to  you  the  total  of  the  traffic  moving  from  any 
single  city  on  your  system  to  any  other  city  on  your 
system?  A.  That  is  the  reason  we  inaugurated  the  sales 
report  which  gives  point-to-point  movement. 

Q.  But  until  you  inaugurated  this  report,  you  did  not 
have  that  data  available  to  youf  A.  We  had  some  data 
available  that  we  worked  up  in  a  rate  case. 

Q.  And  that  was  secured  from  your  machine?  A.  I 
believe  that  was  fifty  per  cent  hand  and  fifty  per  cent 
machine  and  I  think  we  presented  it  on  a  point-to-point 
basis,  as  I  recall. 

Q.  So  that  at  some  time  in  your  experience  you  have 
developed  your  traffic  study  on  a  point-to-point  basis  ?  A. 

Yes,  sir,  and  also  I  recall  that  we  supplied  the 
30622  Board  with  point-to-point  traffic  flow  for  some 
months  at  the  end  of  the  Air  Freight  Case  hearing 
before  the  Board. 

Q.  How  was  that  data  secured?  A.  I  believe  that  was 
secured  on  a  machine. 

Q.  But  in  preparing  your  commodity  flow  study  for 
these  four  months,  you  did  not  have  available  at  any  stage 
in  the  process  the  point-to-point  traffic  flow?  A.  No,  sir. 

Q.  You  started  with  the  waybill  which  showed  the  point 
of  origin  and  point  of  destination  and  then  the  next  figure 
that  was  available  to  you  was  one  that  showed  the  move¬ 
ment  from  area  to  area?  A.  Yes,  sir. 

Q.  And  at  no  intermediate  stage  did  you  have  any  state¬ 
ment  which  would  show  the  actual  flow  between  one  city 
and  another  city?  A.  Not  to  my  knowledge. 

Q.  You  supervised  this  entire  project,  did  you  not?  A. 
Which  is  a  presentation  by  area,  which  was  a  carry-over 
from  the  Air  Freight  Rate  Case  that  we  talked  about 
yesterday. 
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Q.  I  appreciate  this  presentation  is  such. 

Mr.  Miller :  Mr.  Examiner,  I  think  I  am  going  to  object 
to  any  further  pursuit  of  this.  I  think  the  witness  has  ex¬ 
plained  how  it  is  done  and  we  have  had  a  lot  of  exhibits 
showing  what  we  produced.  It  seems  to  me  to  be  in  com¬ 
pliance  with  the  Board’s  order.  I  don’t  see  any  point  in 
further  pursuit  of  this  question.  I  accordingly  object. 

Examiner  Radcliffe:  I  think  the  line  of  questioning  has 
been  adequately  pursued,  Mr.  Gribbon. 

30623  Mr.  Gribbon:  Mr.  Examiner,  I  think  it  is  ex¬ 
tremely  important  to  get  this  information,  if  it  is 
available,  because  at  the  argument  in  the  Freight  Case,  it 
was  clear  that  the  members  of  the  Board  were  asking  for 
point-to-point  movement  of  traffic.  They  made  specific 
requests,  what  moved  from  Houston  to  New  York,  how 
much  moved  from  Houston  to  Los  Angeles.  The  figures 
were  not  available.  I  can’t  help  but  believe  that  that  was 
one  of  the  reasons  for  this  reopened  case.  Here  we  go  back 
to  the  Board  again  and  we  still  don’t  have  those  figures. 

Now,  if  they  aren’t  available,  that  is  all  right.  I  find  it 
difficult  to  believe  that  you  can  get  an  area  computation 
which  includes  only  two  cities  without  knowing  the  individ¬ 
ual  totals  for  those  two  cities.  I  am  trying  to  develop  the 
process  by  which  this  study  was  made  in  order  to  determine 
that. 

Examiner  Radcliffe:  You  have  a  flat  answer  by  the  wit¬ 
ness  on  that  point  that  they  do  not  have  that  intermediate 
total  available. 

Mr.  Gribbon:  Not  only  available,  but  they  don’t  have  it 
available  any  place,  is  that  correct? 

Examiner  Radcliffe:  That  is  correct. 

Mr.  Gribbon:  Either  here  or  in  San  Antonio  or  in  the 
accounting  department,  is  that  correct? 

The  Witness:  That  is  correct.  I  made  that  statement 
before. 
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By  Mr.  Gribbon : 

Q.  On  SA-13,  you  list  nine  cities.  Was  Slick  Airways’ 
entire  freight  service  operated  between  those  nine 

30624  cities  in  that  eight-day  period  ended  November 
15th?  A.  On  this  sales  report,  if  there  were  any 

demand  points  they  would  be  included  in  the  principal 
point  as  our  accounting  set-up  is  organized. 

Q.  So  that  this  does  not  mean —  A.  This  shows  all  of 
the  principal  points  we  served  within  that  period. 

Q.  But  you  still  say  that  you  could  have  served  some 
demand  points  and  that  if  you  had  served  those  demand 
points  they  would  be  reflected  somewhere  in  here  and 
lumped  in  with  the  total  of  the  principal  point,  is  that  cor¬ 
rect?  A.  I  will  say  that  it  is  possible.  I  think  that  may 
be  a  thing  that  we  could  check  and  furnish  you  later, 
whether  they  are  or  are  not  included  in  this  report. 

Q.  If  they  are  included,  can  we  have —  A.  I  mean 
whether  they  are  or  are  not  set  out  in  this  report. 

Q.  They  are  not  set  out  in  the  report  as  you  are  sub¬ 
mitting  it  as  an  exhibit?  A.  Obviously  they  are  not 
set  out. 

Q.  There  is  a  possibility  that  you  did  provide  some 
demand  service,  is  that  true?  A.  That  is  true. 

Q.  During  this  week  of  November  15th;  but  if  you  did, 
nobody,  from  reading  this  exhibit,  would  be  able  to  find 
out  how  much  or  where  ?  A.  I  told  you  I  would  determine 
how  we  kept  these  records  in  this  report  to  see  if  there 
were  any  demand  points  in  this  period. 

30625  Q.  At  the  third  page  you  show  a  movement  from 
San  Antonio  to  Newark  of  60,000  pounds.  Have 

you  found  that?  A.  Yes,  sir,  I  have  found  it. 

Q.  Do  you  know  what  those  shipments  consisted  of? 
A.  No,  sir,  I  do  not. 

Q.  Does  that  look  like  an  unusual  weight  to  you?  Is  that 
typical  of  the  business  you  do  out  of  San  Antonio  in  a 


2805 


Excerpts  from  Testimony  of  W .  R .  LobdeU 

week?  That  looks  to  be  about  two-thirds  of  the  total  busi¬ 
ness  you  did  out  of  the  State  of  Texas  in  the  entire  month 
of  September,  1948,  to  all  cities  served  by  Slick.  Isn’t  that 
correct?  A.  That  is  about  right. 

Q.  Can  you  inform  us  as  to  what  those  shipments  might 
be?  A.  Good  business. 

Q.  Are  those  Army  shipments  from  Kelly  Field  to  New 
York?  A.  They  might  be.  I  don’t  know.  I  would  have  to 
have  the  air  bills  in  order  to  determine  that. 

Q.  If  you  carried  any  Army  shipments  in  that  period, 
they  would  be  reflected  on  this  study,  would  they?  A. 
They  certainly  would  be  included  in  this  study. 

Q.  Do  you  know  whether  you  carried  any  during  that 
period?  A.  I  do  not. 

Q.  Could  you,  at  the  time  that  you  are  checking  to  deter¬ 
mine  whether  this  study  covers  demand  points,  determine 
whether  Army  shipments  are  covered  and,  if  so,  the  extent 
to  which  they  are  covered? 

30626  Mr.  Miller :  Mr.  Examiner,  I  object  to  that.  The 
Army  as  a  shipper  with  us  is  just  the  same  as  any 
other  customer.  We  have  got  a  filed  tariff  and  I  don’t  feel 
we  should  be  required  to  disclose  the  amount  of  our  Army 
shipments  any  more  than  any  other  shipment. 

Mr.  Gribbon :  Mr.  Examiner,  I  think  it  is  quite  material 
to  the  issues  here  to  simply  determine  the  portion  of  the 
business  that  is  represented  by  these  government  ship¬ 
ments  at  this  time.  I  think  that  we  can  recognize  some 
distinction  between  government  shipments  and  ordinary 
commercial  shipments  and  I  think  it  is  pertinent  to  the 
issues  in  the  case. 

Mr.  Lorch :  On  that  subject  of  government  shipments,  as 
I  recall  it,  that  is  based  on  an  emergency  situation.  So  was 
Slick’s  petition,  arising  out  of  the  Berlin  Lift  and  so  on.  I 
think  that  places  it  in  a  little  separate  category  too. 

Mr.  Miller:  We  have  given  a  breakdown  in  some  of  these 
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exhibits  of  government  supplies,  I  believe.  I  believe  in  the 
commodity  flow  there  is  a  breakdown.  Beyond  that,  we  don’t 
purpose  to  give  any  further  breakdown  of  our  Army  busi¬ 
ness. 

Examiner  Radcliffe :  I  would  not  direct  them  to  furnish 
that  information. 

Mr.  Gribbon :  It  is  possible  to  do  it,  but  you  refuse  to  do 
it,  is  that  the  way  the  record  stands  ? 

Mr.  Miller:  We  object  to  having  to  do  it,  yes. 

Examiner  Radcliffe:  I  would  not  direct  the  applicant  to 
furnish  it. 

By  Mr.  Gribbon  : 

Q.  I  believe  yesterday  you  told  me  that  Slick  Air- 
30627  ways  did  have  interline  arrangements  with  various 
foreign  carriers  under  the  terms  of  w’hich  Slick  took 
care  of  the  domestic  portion  of  foreign  hauls.  Isn’t  that 
correct?  A.  As  I  recall,  I  passed  that  question  to  Mr. 
Moorman. 

Q.  Don’t  you  know  that? 

Mr.  Miller:  He  passed  that  question  to  Mr.  Moorman 
and  I  don’t  see  any  need  of  passing  it  again. 

The  Witness :  I  would  like  to  defer  it. 

Examiner  Radcliffe:  Please  defer  that  question. 

By  Mr.  Gribbon : 

Q.  If  there  were  such  shipments  where  Slick  Airways 
carried  the  domestic  portion  of  an  international  haul,  would 
it  be  possible  to  determine  from  your  exhibits  the  portion 
of  the  traffic  that  you  have  reflected  in  those  exhibits  that 
was  attributable  to  that  particular  service  that  you  offered? 
A.  It  would  not. 

Q.  You  cannot  isolate  your  purely  domestic  business 
from  that  portion  of  your  domestic  business  which  is  a 
prior  or  subsequent  international  haul?  A.  I  cannot 
isolate  it 
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Mr.  Miller:  Mr.  Examiner,  all  of  our  business  is  do¬ 
mestic  business.  We  are  only  a  domestic  carrier  and  only 
permitted  to  operate  domestically. 

Mr.  Gribbon :  There  is  no  question  about  that.  There  is 
simply  a  question  of  whether  you  can  isolate  from  the 
figures  you  presented  that  portion  of  the  traffic  which  re¬ 
presents  an  international  haul.  You  say  you  cannot  do  it? 
The  Witness:  No,  sir.  I  could  just  generally  say  that 
I  believe  it  would  be  a  small  portion. 

30628  By  Mr  Gribbon: 

Q.  But  you  cannot  do  it  from  these  exhibits? 
A.  I  cannot  do  it. 

•  •  •  •  • 

30629 

L.  J.  Moorman 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Miller: 

Q.  Will  you  give  us  your  name,  please?  A.  L.  J.  Moor¬ 
man. 

Q.  Your  position  with  Slick  Airways  and  qualifications 
as  a  witness  in  this  case  are  fully  set  forth  in  Exhibit 
SA-2,  page  SA-3?  A.  They  are. 

Q.  You  sponsor,  I  believe,  section  C  of  the  exhibits  of 
Slick  Airways,  being  Exhibits  SA-12  through  SA-12-F,  is 
that  correct?  A.  That  is  correct. 

Q.  Were  these  exhibits  prepared  by  you  or  under  your 
supervision  and  direction?  A.  They  were. 

30630  Q.  Are  they  true,  accurate  and  correct,  according 
to  the  best  of  your  knowledge,  information  and 

belief?  A.  They  are,  with  one  correction  which  I  think  you 
added  yesterday. 

Q.  That  is  the  correction  on  page  SA-60?  A.  That  is 
right 
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« 

30634 

•  ••it 

Cross  Examination 
By  Mr.  Gribbon: 

Q.  I  understand  you  to  have  just  testified  that  you  be¬ 
lieve  that  a  feeder  system  such  as  Airnews  proposes  would 
be  of  assistance  to  Slick  Airways  in  the  provision  of  its 
service.  Is  that  correct?  A.  Yes,  I  think  it  might  be. 

Q.  In  what  manner  would  Airnews’  service  to  the  smaller 
cities  in  Texas,  as  I  understand  they  have  applied  for,  help 
Slick  Airways?  A.  By  serving  those  smaller  cities  which 
Slick  Airways,  we  will  assume,  is  not  authorized  to  serve 
and  carrying  the  short-haul  in  a  small  airplane  to  a  point 
which  Slick  Airways  is  authorized  to  serve.  The  same 
benefits  would  be  derived  by  any  trunk  line  carrier.  It  is 
the  feeder  system  idea,  no  different  than  any  other,  and 
would  apply  as  well  to  any  carrier. 

30635  Q.  Hasn’t  Slick  Airways  applied  for  authority 
to  serve  every  point  within  an  area  ?  A.  That  is 

very  true. 

Q.  So  that  if  you  were  authorized,  as  you  have  applied, 
to  serve  every  point  within  an  area,  would  Airnews’  service 
still  be  of  assistance  to  you?  A.  Possibly  not.  I  was  bas¬ 
ing  my  answer  largely  upon  the  recommendations  of  the 
Examiner  as  to  what  Slick  Airways’  service  would  be, 
which  we  have  shown  our  willingness  to  accept.  That  is 
the  reason  for  my  answer. 

Q.  Your  thought  was  that  if  you  were  limited  to  certain 
points  within  an  area,  somebody  else  ought  to  be  able  to 
serve  the  other  points?  A.  I  made  the  statement  in 
answer  to  Mr.  Pickering’s  question  that  I  thought  the 
feeder-type  air  freight  carrier  on  the  short-haul  with  a 
smaller  airplane  is  going  to  be  a  very  interesting  develop¬ 
ment.  I  don’t  know  what  the  future  of  it  is.  There  have 
been  times  in  the  past  because  Slick  Airways  has  not  been 
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authorized  to  serve  any  of  the  really  true  demand  points, 
so  far  as,  for  instance,  Personville  is  concerned,  in  the 
Texas  area,  where  in  those  circumstances  Airnews  would 
have  been  of  great  benefit. 

Q.  If  you  were  authorized  as  you  have  applied  to  serve 
every  point  within  an  area,  would  there  be  any  utility  in 
assistance  such  as  Airnews  proposes!  A.  Possibly  not, 
but  let’s  remember  our  areas  don’t  cover  the  United  States. 

Q.  But  you  could  handle  everything  within  your  areas 
and  there  would  be  no  need  for  any  kind  of  feeder 
30636  system!  A.  That  is  right. 

Q.  You  could  handle  planeload  as  well  as  less  than 
planeload  quantities  moving  from  any  point  within  the 
area  that  you  were  authorized  to  serve!  A.  That  is  right. 

Q.  So  that  within  the  areas  that  you  have  applied  for 
there  wouldn’t  be  any  need  for  any  such  system  as  that! 
A.  Assuming  we  are  granted  a  certificate  on  the  basis  upon 
which  we  applied. 

Q.  How  many  demand  points  are  you  authorized  to  serve 
at  the  present  time!  A.  How  many  demand  points! 

Q.  Yes.  A.  We  are  authorized  to  serve  a  total  of  26 
established  points. 

Q.  How  many  demand  established  points!  A.  Do  we 
now  serve! 

Q.  Are  you  authorized  to  serve!  A.  I  will  have  to  make 
a  count  here. 

Mr.  Miller:  Mr.  Examiner,  I  think  there  is  some  legal 
terminology  here.  The  authorization  does  not  distinguish 
between  principal  and  demand  points.  The  authorization, 
as  far  as  your  letter  of  registration  is  concerned,  only 
goes  to  established  points.  The  rest  is  a  matter  of  tariff 
filings,  and  make  no  difference  between  principal  and  de¬ 
mand  points.  As  far  as  the  legal  authority  is  concerned, 
there  is  no  difference  between  principal  and  demand  points. 
They  are  all  established  points. 
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Mr.  Zapple :  That  is  correct,  Mr.  Examiner.  The 

30637  letter  of  registration  does  not  differentiate  be¬ 
tween  demand  and  established  points.  They  are 

all  established  points  in  the  letter  of  registration. 

Examiner  Radcliffe :  I  think  we  can  clarify  this. 

By  Mr.  Gribbon : 

Q.  How  many  points  in  your  tariff  are  designated  as 
demand  established  points  t  A.  You  have  changed  your 
question  a  little  and  I  will  have  to  change  my  answer.  Of 
the  26  established  points  which  we  are  authorized  to  serve 
under  the  letter  of  registration  as  originally  issued,  14 
are  in  our  tariff  as  demand  points.  That  is  not  the  total 
number  of  demand  points  because  of  some  additional  points 
which  we  have  requested  and  received. 

Q.  How  many  additional  points  have  you  requested  and 
received  that  are  not  listed  in  your  tariff?  A.  They  are 
all  listed  in  the  tariff. 

Q.  I  thought  that  was  my  original  question,  how  many 
demand  points.  A.  I  am  dividing  the  points  for  you.  I 
am  telling  you  of  the  26  which  we  originally  received  14 
are  now  demand  points.  The  only  other  points  which  we 
are  presently  authorized  to  serve  are  those  to  which  we 
applied  in  order  to  render  a  service  to  the  Army. 

Q.  Do  you  designate  those  points  as  demand  points  in 
your  tariff?  A.  The  Army  points  you  mean? 

Q.  Yes.  A.  They  are  demand  points  in  the  sense  that 
we  render  service  only  when  there  are  five  thousand  pounds 
or  more  available,  which  is  what  the  Army  wanted. 

30638  Q.  Do  you  designate  those  points  as  demand 
points  in  your  tariff?  A.  I  am  not  sure  how  they  are 
designated.  It  is  a  separate  tariff  in  and  of  itself. 

Q.  Are  they  designated  as  demand  points  ?  A.  It  doesn’t 
make  any  difference. 

Q.  May  I  have  an  answer  to  that  question,  please? 
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Mr.  Miller:  The  tariff  speaks  for  itself. 

The  Witness:  They  are  just  points  in  the  tariff  and  it 
is  a  particular  and  special  tariff,  as  I  say,  in  and  of  itself. 
They  are  points  which  Slick  Airways  can  serve  and  the 
tariff  provides  within  it  that  they  will  be  served  only 
when  five  thousand  pounds  or  more  are  available. 

By  Mr.  Gribbon: 

Q.  How  many  of  those  points  are  there  ?  I  am  speaking 
of  the  latter  category  of  points  that  you  have  been  subse¬ 
quently  authorized  to  serve  since  your  letter  of  registra¬ 
tion.  A.  You  are  speaking  of  the  points  that  we  gained 
to  serve  the  Army! 

Q.  Yes.  A.  Eight  points. 

Q.  Does  that  include  any  of  your  principal  points? 
A.  No. 

Q.  They  are  all  in  addition  to  such  principal  points  as 
you  might  serve  with  Army  contracts?  A.  That  is  right. 
Not  Army  contracts,  our  business  is  all  common  carrier. 

We  have  no  authority  to  render  a  charter  service. 
30639  Q.  You  began  to  serve  these  Army  points  as  of 
what  date?  A.  The  tariff  became  effective  August 
25, 1948. 

Q.  What  percentage  of  your  business  currently  is  de¬ 
rived  from  service  to  these  Army  points?  A.  I  don’t 
know,  but  a  very  small  percentage.  We  render  whatever 
service  we  can,  but  it  hasn’t  been  great. 

Q.  Looking  at  page  51,  you  indicate  the  number  of 
points  you  served  in  the  quarter  ended  September  30th? 
A.  Yes. 

Q.  Are  Westover  and  Kelly  the  only  two  Army  points  in 
that  group?  A.  This  is  the  quarter  ending  September 
30th? 

Q.  Yes.  A.  To  my  knowledge,  yes. 

Q.  How  about  Middletown?  A.  I  am  not  sure.  Just  a 
moment  and  maybe  I  can  check  it. 
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(Discussion  off  the  record.) 

The  Witness :  Olmstead  Field  is  at  Middletown.  That  is 
an  Army  point. 

By  Mr.  Gribbon : 

Q.  How  about  Hartford?  A.  No,  I  don’t  think  that  is 
an  Army  point. 

Q.  Hartford  is  not  one  of  your  established  points,  is  it? 
A.  If  I  am  not  mistaken,  Waterbury,  Connecticut,  is  one 
of  our  points.  Hartford  appearing  here  may  be  due  to 
several  reasons,  one  of  which  may  be  merely  that 
30640  the  airplane  went  to  Hartford  as  an  alternate. 

Again,  I  am  not  sure,  but  I  think  we  have  got 
some  sort  of  permission  to  serve  Waterbury  through  Hart¬ 
ford  or  vice  versa. 

Q.  Your  tariff  lists  Waterbury  as  an  established  point, 
a  demand  established  point,  and  it  lists  your  service  there 
as  being  through  the  East  Hartford  Airport.  Does  that 
mean  that  this  was  service  to  Waterbury,  where  it  reads 
“Hartford”,  or  is  there  an  Army  camp  located  there  at 
Hartford?  A.  To  my  knowledge,  there  is  not.  Where 
Hartford  appears  here  it  is  either  Hartford  or  Waterbury, 
I  am  not  sure  what  the  situation  there  is.  There  may  not 
even  be  an  airport  at  Waterbury  of  the  size  to  take  our 
ships.  I  am  inclined  to  think  that  may  be  the  reason  that 
we  were  authorized,  therefore,  to  go  into  Hartford,  to 
serve  Waterbury. 

Q.  Looking  at  your  traffic  flow  in  the  month  of  Septem¬ 
ber  out  of  Texas  at  page  20,  what  percentage  of  your 
business  in  September  out  of  Texas  would  you  say  was 
accounted  for  by  your  Army  Service?  A.  I  think  you 
could  probably  figure  that  out  for  yourself  if  you  would 
take  a  look. 

Q.  The  item  “Government  shipments”  looks  to  be  about 
a  third  of  the  total  service  out  of  Texas.  Is  that  the  total 
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amount  of  service  that  you  provided  under  your  Army 
arrangements?  A.  The  total  amount  in  that  month. 

Q.  You  don’t  carry  any  of  these  other  commodities  be¬ 
tween  Army  bases?  A.  No,  there  would  be  no 

30641  other  reason  to  have  the  category  “Government 
shipments”  unless  you  were  putting  government 

shipments  in  that  category,  so  they  all  fall  in  there. 

Q.  So  your  total  business  done  between  the  Army  bases 
is  in  government  shipments?  A.  That  is  true. 

Q.  You  don’t  charge  the  same  rates  for  your  Army  ser¬ 
vice  as  you  do  for  your  service  to  other  demand  points, 
do  you  ?  A.  In  the  sense  that  we  do  not  have  a  zone  charge 
to  those  points.  I  might  add  right  here  that  in  this  demand 
point  service  we  have  done  the  best  we  can  toward  drawing 
up  an  appropriate  and  suitable  rate  structure.  We  are  the 
first  to  introduce  this  whole  type  of  operation  into  the  air 
transport  picture. 

Mr.  Lorch:  I  am  going  to  object,  Mr.  Examiner,  to  this 
answer.  In  my  opinion  it  is  not  responsive  to  the  question. 
We  are  getting  a  liberal  speech  about  it. 

The  Witness:  Can’t  I  explain  my  answer? 

Mr.  Lorch:  I  think  the  subject  can  be  developed  and 
probably  will  be  developed  under  questioning.  If  we  are 
going  to  have  this,  all  right,  as  long  as  it  applies  to  every¬ 
body. 

Mr.  Miller:  Mr.  Examiner,  I  think  the  witness  is  en¬ 
titled  to  answer  the  question  and  give  such  further  ex¬ 
planation  of  any  rate  differential.  It  is  very  responsive  to 
Mr.  Gribbon’s  question,  it  seems  to  me. 

Examiner  Radcliffe:  Insofar  as  the  answer  re- 

30642  lates  to  the  question  of  the  rates  for  the  Army  ship¬ 
ments,  and  those  to  other  demand  points,  I  think 

the  answer  is  proper. 

Mr.  Lawler:  May  I  hear  the  question  again,  please? 
(Question  read.) 
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Q.  Would  you  mind  just  answering  that  and  then  going 
on?  A.  No,  we  do  not.  What  I  wanted  to  explain  was  why 
the  difference  which  you  have  pointed  out. 

Qi  You  have  answered  that.  May  I  go  on?  A.  No,  I 
would  like  to  explain  the  reason  for  the  difference  which 
you  pointed  out,  if  I  may. 

Examiner  Radcliffe:  Proceed. 

The  Witness:  The  difference  is,  as  I  started  to  say, 
that  we  have  set  up  a  system  of  charges  to  demand  points 
which  were  based  upon  zone  rates  and  based  upon  a  rate  to 
or  from  any  particular  demand  point  which  was  based  upon 
the  happenstance  of  that  line  point  in  any  specific  zone. 
There  has  been  a  lot  of  discussion  about  that  sort  of  a  rate 
picture.  We  have  found  that  it  is  not  perfect  by  a  long 
shot  and  that  it  does  have  in  it  certain  apparent  dis¬ 
criminations  and  some  faults.  The  Army  tariff  which  was 
filed  for  those  points  was  the  first  tariff  in  which  we  are 
coming  away  from  the  zone  rate  type  of  charge.  We  have 
tried  it  and  we  have  found  faults  with  it.  It  is  far  from 
perfect.  We  are  at  this  time  and  have,  first  with  the  Army 
contract,  based  rates  upon  actual  mileages  between  demand 
points  regardless  of  any  zones.  We  have  done  the  same 
thing  yesterday,  I  think.  We  have  filed  a  petition  with 
the  Board  requesting  the  application  of  present 
30643  commodity  rates  to  additional  demand  points  and 
have  based  those  rates  on  the  same  basis.  We  are 
in  the  process  of  changing  all  demand  point  rates  away 
from  the  zone  type  of  charge. 

By  Mr.  Gribbon : 

Q.  What  is  the  ton-mile  charge  under  the  Army  service 
arrangement  that  you  have?  A.  I  don’t  know  exactly 
what  it  is.  It  is  the  only  tariff  that  we  have  filed  that  has 
come  originally  anywhere  near  being  on  the  minimum.  It 
is  pretty  close  to  the  minimum. 
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Q.  It  is  pitched  at  about  the  Board’s  minimum?  A. 
Just  about. 

Q.  What  has  been  your  return  per  ton-mile  on  your  de¬ 
mand  service?  A.  I  can’t  tell  you  that,  Mr.  Gribbon.  We 
don’t  keep  our  records  to  show  the  return  per  ton-mile 
on  each  shipment  or  each  type  of  shipment. 

Q.  But  from  your  previous  testimony  it  would  be  fair 
to  say  that  your  return  from  your  other  demand  service 
was  appreciably  higher  than  the  return  you  are  getting 
from  your  present  Army  service?  A.  Per  ton-mile? 

Q.  Yes.  A.  I  think  that  would  probably  be  a  fair  state¬ 
ment. 

Q.  Would  it  be  three  times  as  much  or  twice  as  much? 
A.  Definitely  not.  It  would  be  slightly  more  because  of 
the  zone  charge. 

Q.  And  your  Army  service  is  provided  on  the 
30644  basis  of  a  five  thousand  pound  minimum  shipment, 
is  that  correct?  A.  That  is  right. 

Q.  Is  your  concept  of  demand  service  changing  in  that 
fashion?  A.  Not  at  all.  That  was  purely — 

Q.  May  I  complete  this  question  first?  A.  Yes,  excuse 
me. 

Q.  So  that  your  minimum  poundage  served  at  a  demand 
point  would  in  the  future  approximate  five  thousand 
pounds?  A.  Definitely  not.  We  are  still  perfectly  satis¬ 
fied  with  our  original  idea  that  a  thousand  pounds  would 
be  sufficient.  The  Army  tariff  was  designed  at  five  thousand 
pounds  demand  after  conference  with  the  Army.  They 
said  they  would  never  ship  by  Slick  Airways  or  by  any 
other  air  carrier  unless  there  was  at  least  that  much  avail¬ 
able.  Most  of  the  shipments  have  been  even  larger. 

Q.  Is  there  a  uniform  ton-mile  rate  on  which  the  Army 
rates  are  based?  A.  As  I  have  told  you  before,  it  is  very 
near  the  minimum.  I  couldn’t  tell  you  exactly  what  the 
ton-mile  rate  is. 
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Q.  Would  you  look  at  SA-20,  which  shows  your  move¬ 
ments  between  the  Texas  area  and  the  northeast  area  and 
it  shows  government  shipments,  the  return  from  govern¬ 
ment  shipments,  which  constituted  a  third  of  your  tonnage 
during  that  month,  was  13*4  cents?  A.  That  is  right. 

Q.  Whereas  at  SA-18  government  shipments  were  moved 
from 1  the  northeast  area  to  the  Texas  area  at  a  rate  of 
15.1  cents?  A.  That  is  right. 

30645  Q.  What  is  the  explanation  of  the  different  rates 
of  return?  They  appear  to  be  the  same  movement, 
just  a  different  direction.  A.  I  would  have  to  look  at  the 
tariff  as  to  whether  the  actual  southbound  rate  is  higher 
than  the  northbound  rate.  I  believe  it  is.  It  is  a  question  of 
a  higher  rate. 

Q.  Holtville,  California,  is  one  of  vour  demand  estab¬ 
lished  points.  What  facilities  does  Slick  Airways  main¬ 
tain  at  Holtville?  A.  None. 

Q.  Do  you  have  any  employees  there?  A.  No. 

Q.  Have  you  had  occasion  to  serve  it  under  your  common 
carrier  tariff  ?  A.  I  think  we  have.  I  don’t  know  whether 
there  was  one  shown  in  these.  I  am  not  sure  about  it,  since 
common  carriage. 

Q.  Apparently  not  from  your  page  51.  I  don’t  see  it. 
I  thought  I  read  that  there  was  one.  How  about  Long  Beach, 
California?  That  is  another  demand  established  point. 
Do  you  maintain  any  facilities  there?  A.  No. 

Q.  Do  you  have  any  salesmen  there?  A.  No. 

Q.  Modesto?  A.  No. 

Q.  No  facilities  and  no  personnel?  A.  No,  sir. 
3064:6  Q.  Oakland?  A.  No,  Oakland  is  covered  through 
San  Francisco. 

Q.  You  have  no  separate  establishment  there?  A.  Yes, 
we  have  a  salesman  who  works  Oakland  alone. 

Q.  Out  of  the  San  Francisco  office?  A.  Naturally. 

Q.  In  other  words,  one  of  your  San  Francisco  salesmen 
is  assigned  to  Oakland  territory?  A.  Well,  or  one  of  our 
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Oakland  salesmen  works  in  the  San  Francisco  office. 
Either  way  yon  want  to  put  it.  We  have  a  man  who  works 
the  Oakland  area. 

Q.  You  have  no  Oakland  office  or  no  personnel  at  the  Oak¬ 
land  Airport  ?  A.  Of  course  not. 

Q.  Salinas?  A.  No. 

Q.  No  personnel  and  no  facilities  located  at  Salinas? 
A.  No. 

Q.  Stockton?  A.  No. 

Q.  Now,  you  served  Stockton  three  stops  in  the  quarter 
ended  June  30,  1948,  as  appears  from  SA-51,  is  that  cor¬ 
rect?  A.  That  is  right. 

Q.  How  was  the  servicing  of  those  shipments  handled? 
Could  you  explain  that,  please?  A.  You  mean  the  sales 
angle  or  the  actual  handling  of  the  freight? 

Q.  First  the  sales.  A.  It  was  handled  through 
30647  the  San  Francisco  office. 

Q.  Through  the  San  Francisco  office?  A.  That 
is  right,  by  incidentally,  a  man  working  out  of  the  San 
Francisco  office  that  is  a  perishable  expert.  I  assume  this 
shipment  was  probably  perishable. 

Q.  Do  you  know  how  many  shipments  that  amounted  to? 
Was  that  three  shipments  or  could  it  have  been  more?  A. 
There  were  three  stops.  I  would  guess  that  it  was  three 
shipments,  guessing  also  that  it  was  probably  a  perishable 
commodity  which  often  moves  in  planeload  lots. 

Mr.  Lorch :  I  move  that  the  last  part  of  the  answer  be 
stricken,  Mr.  Examiner,  where  he  says,  “I  guess  this  is 
perishable  and  it  moves  by  planeload  lots.”  If  we  are  going 
to  have  that  testimony,  then  we  want  to  know  from  the  air 
bills  what  the  shipment  was  and  what  the  weight  of  each  of 
the  shipments  was. 

The  Witness:  If  I  may,  I  can  explain  the  answer. 

Examiner  Radcliffe :  Wait  a  minute. 

Mr.  Lorch:  I  think  that  is  only  fair  if  we  are  going  to 
try  to  confine  ourselves  to  the  development  of  facts. 
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Examiner  Radcliffe:  The  witness  in  effect  stated  he 
did  not  know.  In  his  opinion  it  was  so.  Considering  it  that 
way,  for  what  it  is  worth,  we  will  let  it  stay  on  the  record. 

By  Mr.  Gribbon: 

Q.  You  utilize  only  C-46  aircraft,  don’t  you?  A.  Gen¬ 
erally,  yes ;  we  have  at  times  leased  a  couple  of  C-54’s.  As 
a  matter  of  fact,  I  assume  what  you  are  getting  at  is 
the  loads. 

Q.  I  presume  you  leased  a  C-54  for  this  time? 
30648  A.  The  quarter  ending  June  30th.  That  would 
probably  mean  that  at  least  one  or  two  of  those 
loads  was  carried  in  a  C-54. 

Q.  From  whom  did  you  lease  those  C-54’s?  A.  Those 
particular  ones,  I  am  not  sure.  I  don’t  know. 

Q.  From  whom  have  you  leased  the  C-54’s?  A.  Well, 
actually  in  a  sense  that  is  sort  of  confidential  information. 

Q.  May  I  ask  from  another  certificated  or  non-certif- 
icated  carrier?  A.  On  one  occasion,  I  believe,  from  an¬ 
other  non-certificated  carrier. 

Q.  On  how  many  occasions  have  you  leased  the  C-54? 
A.  Two  separate  leases,  I  think,  at  different  times. 

Q.  Did  that  non-certificated  air  carrier’s  crew  run  the 
plane?  A.  I  am  not  sure. 

Q.  This  was  right  about  the  period  when  California- 
Eastern  went  out  of  business,  wasn’t  it?  A.  I  don’t  recall. 
If  it  was  it  could  have  been  their  airplane.  There  is  no 
secret  about  it.  We  have  leased  one  or  two  airplanes,  I 
think,  from  California-Eastern. 

Q.  Right  about  the  time  they  went  out  of  business  you 
leased  some  of  their  aircraft,  did  you  not?  A.  I  told  you 
we  leased  one  or  two. 

Q.  And  took  over  some  of  their  accounts?  A.  As  many 
as  we  could. 

Q.  And  this  was  presumably  one  of  such  transactions, 
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was  it  not?  A.  You  mean  was  this  presumably 

30649  one  of  their  accounts? 

Q.  Yes.  A.  I  am  sure  it  wasn’t. 

Q.  But  you  did  use  their  airplanes  ?  A.  That  is  right. 

Q.  And  when  was  the  last  time  you  used  C-54  aircraft? 
A.  During  that  quarter. 

Q.  Was  that  also  the  first  time  you  used  C-54  aircraft? 
A.  No,  it  wasn’t. 

Q.  When  did  you  use  it  before  that?  A.  I  don’t  recall 
the  exact  time. 

Q.  And  on  how  many  occasions,  two  different  leases? 
A.  We  have  had  two  different  leases  as  I  said  before. 

Q.  How  many  airplanes  covered  by  each  lease?  A. 
From  one  to  three  on  each  lease,  never  over  three. 

Q.  What  were  the  terms  of  those  leases?  A.  That  is 
confidential. 

Mr.  Miller:  I  object  to  that.  I  don’t  see  any  need  in 
pursuing  that  subject  any  further.  No  useful  purpose 
would  be  served.  It  is  confidential 
Examiner  Radcliffe:  I  can’t  see  that  that  line  of  ques¬ 
tioning  is  too  material. 

Mr.  Gribbon:  I  think  it  is  quite  material  to  the  nature 
of  the  business  conducted  by  the  applicant.  Up  until  this 
moment  the  record  in  this  case  shows  they  have  used  C-46’s 
exclusively.  To  my  knowledge  this  is  the  first  time  it  has 
appeared  on  the  record  that  they  used  anything  but  C-46’s. 

Mr.  Miller:  The  witness  has  testified  the  extent 

30650  to  which  that  took  place.  When  you  get  into  the 
terms  of  the  leases,  the  lease  agreements  are  on 

file  with  the  Board.  We  have  to  file  those  agreements  the 
same  as  any  other  carrier.  I  don’t  see  any  need  in  extend¬ 
ing  this  hearing  by  going  into  the  terms  of  those  leases. 
I  object. 

Mr.  Gribbon:  Will  you  stipulate  the  lease  agreements 
into  the  record? 

The  Witness:  Certainly  not 

Mr.  Lorch:  Wait  just  a  minute.  Mr.  Miller  and  the 
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witness  said  it  is  confidential  and  they  can’t  disclose  it, 
here  at  the  hearing,  for  the  benefit  of  the  Board,  but  it  is 
published  for  the  Board,  on  file  with  the  Board,  according 
to  Mr.  Miller. 

Examiner  Radcliffe:  Unless  confidential  treatment  has 
been  accorded  it. 

Mr.  Miller:  My  point  is,  it  is  an  unnecessary  prolonga¬ 
tion  of  this  proceeding  and  beyond  the  scope  of  this  pro¬ 
ceeding  to  go  into  the  details  of  the  terms  of  these  leases, 
whether  they  are  on  file  or  not  on  file. 

Mr.  Gribbon:  May  we  stipulate  it  into  the  record?  Do 
you  have  any  objection  to  that? 

Mr.  Meyers :  I  will  object. 

Examiner  Radcliffe:  We  don’t  have  a  stipulation. 

Mr.  Gribbon:  Has  Mr.  Miller  objected  to  this  question 
and  have  you  ruled  on  it? 

Mr.  Miller:  I  objected. 

Mr.  Gribbon :  I  asked  what  the  terms  of  the  leases  were. 

Examiner  Radcliffe:  You  have  objected? 

Mr.  Miller:  I  have  objected,  yes,  sir. 

30651  Examiner  Radcliffe:  Insofar  as  this  witness  may 
be  able  to  testify  as  to  the  major  provisions  of  the 
lease,  as  to  the  period  of  time  or  such  items  as  that,  I  will 
overrule  the  objection. 

The  Witness :  I  don’t  understand  that. 

Examiner  Radcliffe:  Mr.  Gribbon’s  question  was  as  to 
the  detail  of  the  lease.  Do  you  know  what  the  period  of 
time  involved  might  be  ? 

The  Witness :  That  is  about  all  I  do  know  for  sure  on  the 
lease  of  the  aircraft  from  California-Eastern.  It  was  a 
period  of  thirty  days. 

By  Mr.  Gribbon: 

Q.  And  you  leased  one  or  three  aircraft  from  California- 
Eastern?  A.  I  believe  you  will  find  all  of  this  in  the 
quarterly  reports.  I  haven’t  checked  them  myself,  but  I 
think  it  is  there  under  leased  aircraft 
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Q.  Do  you  have  it  there?  A.  Here  is  the  dope  on  the 
California-Eastern  lease.  Two  C-54  cargo  aircraft  acquired 
by  us  under  the  lease  on  5/12/48.  Terminated  on  6/12/48. 

Q.  Did  you  lease  any  aircraft  from  the  Flying  Tigers? 
A.  Never,  to  my  knowledge. 

Q.  You  spoke  of  another  lease.  From  whom  did  you 
lease  those  aircraft?  A.  We  leased  one  54  back  in  1947 
from  Pacific  Overseas  Airlines,  again  for  thirty  days. 

Q.  What  was  that  date?  A.  The  date  acquired  by  us 
under  the  lease,  10/14/47. 

30652  Q.  For  a  thirty-day  period?  A.  That  is  right. 
Q.  Looking  at  this  charter  ended  June  30,  1948, 

did  you  serve  Visalia  with  one  of  the  54’s  leased  from  Cali¬ 
fornia-Eastern?  A.  What  quarter  are  you  referring  to? 

Q.  The  quarter  ended  June  30,  1948.  A.  Did  we  serve 
it  with  one  of  the  54’s? 

Q.  Yes.  A.  I  can’t  tell  you  about  that. 

Q.  How  about  Mission,  Texas?  Did  you  serve  it  with 
one  of  the  54’s?  A.  I  don’t  think  so. 

Q.  Do  you  know  if  you  served  any  of  these  other  demand 
points  with  54’s?  A.  No,  I  don’t  know  exactly  where  the 
airplanes  went 

Q.  But  you  do  know  that  the  Stockton  service  was  with 
the  54?  A.  I  assume  so  because  of  the  volume  involved 
there  on  three  stops ;  the  volume  being  48,000,  I  would  as¬ 
sume  that  a  54  was  used  on  at  least  one  or  maybe  more  of 
those  stops. 

Q.  How  did  you  handle  the  emplaning  of  that  tonnage  at 
Stockton?  You  have  no  facilities  there  and  no  personnel 
there.  A.  No. 

Q.  Could  you  tell  us  what  the  physical  operations  were 
and  how  you  went  about  getting  people  to  do  them?  A. 
We  flew  the  airplane  into  the  airport  and  the  shipper  was 
there  either  with  his  own  truck  or  a  contract  trucker 

30653  and  they  loaded  it.  It  was  a  very  simple  operation. 

Q.  The  shipper  himself  loaded  it?  A.  Well,  Mr. 
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Jones,  the  grower  of  the  vegetables,  may  not  have  loaded 
it,  but  some  of  his  people  or  possibly  some  of  our  people 
went  down  and  helped  him. 

Q.  You  don’t  know?  A.  No,  I  don’t. 

Mr.  Zapple:  Mr.  Examiner,  I  want  to  indicate  for  the 
record  and  have  the  record  reflect  at  this  time  that  the 
report  of  Slick  Airways  filed  for  the  quarter  ending  June 
30,  1948,  does  contain  the  information  relating  to  the  C-54 
cargo  craft  operated  by  Slick  Airways.  Contrary  to  what 
Mr.  Gribbon  stated,  there  was  nothing  in  this  record  to  in¬ 
dicate  that  Slick  Airways  has  operated  C-54  aircraft. 

Also,  the  report  filed  by  Slick  Airways  received  by  the 
Board  on  July  16th  in  response  to  Civil  Aeronautics  Board 
Order  Serial  No.  ER-124  also  reflects  the  use  of  C-54  cargo 
aircraft  and  the  fact  that  it  had  been  leased.  I  just  want 
the  record  to  reflect  that  at  this  time. 

Mr.  Lorch:  In  what  case  is  the  second  item  in  con¬ 
nection? 

Mr.  Zapple:  I  am  quite  sure  that  that  was  filed  in  this 
particular  case.  I  don’t  have  the  order  serial  number 
ER-124  with  me,  but  I  am  quite  sure  it  is  in  reference  to 
a  special  order  filed  by  the  Board,  but  I  will  check  at  the 
recess  to  be  more  accurate  on  it. 

Examiner  Radcliffe :  Thank  you,  Mr.  Zapple. 

Mr.  Zapple:  The  full  report  for  June  30, 1948,  is  in  this 
particular  proceeding. 

30654  By  Mr.  Gribbon: 

Q.  So  when  you  provided  this  demand  service  to 
Stockton,  you  flew  the  airplane  in  and  out  and  the  responsi¬ 
bility  for  the  loading  was  on  the  shipper?  A.  I  am  not 
sure.  It  is  very  possible  that  he  and  his  people  loaded  the 
airplane  with  the  help  of  our  pilots  or  possibly  with  the 
help  of  some  of  our  station  people  from  San  Francisco. 

Q.  But  you  had  no  people  at  Stockton  that  could  have 
done  that?  A.  I  have  already  answered  that 
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Q.  How  about  Thermo?  Have  you  any  people  or  per¬ 
sonnel  there?  A.  No  people. 

Q.  Visalia?  A.  No. 

Q.  Indianapolis?  A.  Indianapolis  has  an  agent. 

Q.  An  agent?  A.  That  is  right. 

Q.  He  is  not  an  employee  of  Slick  Airways?  A.  No, 
he  is  an  agent. 

Q.  In  his  compensation  on  the  basis  of  what  he  pro¬ 
duces  ?  A.  That  is  right. 

Q.  You  have  one  agent  at  Indianapolis?  A.  That  is 
right. 

Q.  Have  you  any  station  personnel  at  Indian- 

30655  apolis?  A.  No. 

Q.  Milwaukee?  A.  We  have  one  full-time  sales¬ 
man.  He  is  one  full-time  man  who  acts  in  several  capacities. 
He  is  employed  by  Slick  Airways. 

Q.  Peoria?  A.  No. 

Q.  South  Bend?  A.  I  believe  there  is  an  agent  in  South 
Bend.  I  am  not  definitely  sure. 

Q.  He  is  not  an  employee  of  Slick  Airways?  A.  No. 

Q.  You  have  never  served  Peoria,  have  you,  during  your 
common  carrier  service?  It  isn’t  reflected  on  51.  A.  No. 

Q.  How  about  South  Bend?  A.  I  believe  South  Bend 
has  been  served  in  the  quarter  ending  September  30th  and 
the  quarter  ending  December  31st  of  1947. 

Q.  Do  you  have  salesmen  located  there?  A.  I  tki-nk 
you  just  asked  me  and  I  said  we  have  an  agent.  I  was  quite 
sure  we  had  an  agent  in  South  Bend. 

Q.  Maybe  I  am  confused.  I  thought  the  agent  was  at 
Peoria.  A.  I  think  I  said  South  Bend. 

Q.  No  station  facilities  at  South  Bend?  A.  No. 

Q.  How  about  Toledo?  A.  We  have  an  agent 
there. 

30656  Q.  Not  an  employee  of  Slick  Airlines?  A.  No. 
Q.  And  no  station  facilities?  A.  No. 

Q.  And  Waterbury?  A.  No  one  in  Waterbury,  no. 
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Q. 1  Has  it  been  your  practice  in  providing  demand  serv¬ 
ice  that  you  leave  the  responsibility  for  loading  and  unload¬ 
ing  the  aircraft  up  to  the  shipper  or  the  consignee!  A. 
Not  entirely.  Let’s  also  remember  every  time  you  fly  an 
airplane  into  any  point  there  are  two  able-bodied  men  in 
it,  at  least. 

Q.  You  mean  the  pilot  and  the  co-pilot!  A.  Right. 

Q.  You  say  not  entirely.  Do  you  remember  any  in¬ 
stances  where  you  had  personnel  other  than  the  pilot  and 
the  co-pilot!  A.  Yes. 

Q.  When  were  they!  A.  Several.  One  that  immediately 
comes  to  mind  was  Mission,  Texas. 

Q.  What  was  your  procedure  there!  A.  We  flew  our 
own  people  down  and  loaded  the  airplane.  It  was  very 
simple. 

Q.i  You  brought  your  people  back  by  train  or  by  plane! 
You  didn’t  fly  them  back  with  the  cargo,  I  take  it!  A. 
Once  in  a  while. 

Q.  About  how  many  people  would  you  have  to  fly  down 
to  serve  Mission,  Texas!  A.  One  or  two.  Loading  an 
airplane  is  not  a  very  complicated  proposition. 
30657  Q.  Is  that  the  only  occasion  you  remember  where 
you  undertook  to  do  some  of  the  loading!  A.  No, 
there  have  been  others.  That  is  the  one  that  comes  imme¬ 
diately  to  mind.  I  know  there  have  been  others. 

Q.  Have  you  any  arrangements  at  any  of  your  demand 
points  which  provide  for  loading  personnel  when  you  need 
them  or  unloading  personnel  when  you  need  them!  A. 
Yes. 

Q.  Where  do  you  have  those  arrangements!  A.  Most 
of  the  places  where  I  have  already  said  and  there  are  a 
few  others,  I  think,  and  I  haven’t  a  complete  list  of  them 
here.  In  most  cases  those  agents  are  truckers  who  in  our 
opinion  are  the  best  developers  of  air  freight  of  anyone 
a  person  could  pick  for  an  agent.  They  also  are  prepared, 
through  being  in  the  trucking  business,  to  bring  the  load 
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to  the  airport  and  to  have  their  own  people  load  it  under 
our  pilot’s  supervision. 

Q.  Those  are  at  the  cities  of  the  group  I  called  to  your 
attention  which  have  agents?  A.  Yes.  You  have  asked 
certain  specific  cities  and  those  in  which  we  have  agents, 
I  think  without  exception,  those  agents  are  truckers  who 
are  capable  of  doing  the  whole  job. 

Q.  But  those  cities  where  you  have  no  agents,  have  you 
any  kind  of  arrangements  whatsoever  for  the  servicing 
of  your  aircraft  on  a  demand  stop?  A.  What  do  you  mean, 
the  servicing  of  the  aircraft,  loading  of  freight  or  servic¬ 
ing? 

30658  Q.  Loading  and  unloading  of  the  airplane,  any¬ 
thing  else  that  needs  to  be  done;  fueling,  if  neces¬ 
sary.  A.  Yes,  w^e  have  arrangements. 

Q.  At  all  of  these  cities?  A.  At  practically  all  of  the 
26.  We  know  what  it  costs  us  to  buy  gas,  who  we  buy  it 
from,  who  is  capable  of  furnishing  a  mechanic,  who  is 
capable  of  furnishing  a  loader,  and  so  on.  We  have  no 
long-term  agreement  except,  of  course,  in  the  case  of  gaso¬ 
line  where  we  have  a  nation-wide  contract  that  covers 
that  particular  city. 

Q.  You  have  no  long-term  agreement.  Do  you  have  any 
agreement?  A.  No,  except  in  that  instance. 

Q.  Except  for  gasoline?  A.  In  those  cities  where  we 
do  not  have  other  arrangements. 

Q.  But  you  have  no  contractual  arrangement  which 
assures  to  you  that  somebody  will  be  available  at  this 
airport  or  that  airport  to  service  your  plane?  A.  Not  at 
this  time,  no. 

Q.  Has  it  been  your  experience  that  the  provision  of 
demand  service  is  more  costly  or  less  costly  than  the  pro¬ 
vision  of  service  between  principal  established  points? 
A.  It  has  the  added  cost  which  we  have  figured  into  our 
projected  operations  of  some  non-revenue  flying,  naturally. 
It  is  perfectly  obvious.  That  does  not  bother  us  a  bit.  As 
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a  matter  of  fact,  we  are  more  firmly  convinced  and  more 
strongly  dedicated  to  the  area-type  of  operation  than  we 
have  ever  been. 

30659  Q.  Even  the  limited  amount  of  demand  service 
that  you  have  provided,  you  have  found  to  be  more 

costly  than  service  between  principal  established  points? 
A.  I  have  answered  the  question. 

Q.  Would  you  answer  that  one,  please?  A.  I  will  re¬ 
peat  my  answer  to  the  other  question,  that  obviously  the 
only  additional  cost,  and  the  obvious  additional  cost,  is 
that  there  is  involved  some  non-revenue  flying,  possibly. 
Not  in  every  instance,  as  a  matter  of  fact. 

Q.  What  is  the  basis  for  your  higher  rates  to  the  demand 
cities  than  to  principal  points?  A.  The  non-revenue  fly¬ 
ing  involved  is  the  additional  cost  and  therefore  that  was 
the  essence  and  the  origin  of  this  zone  rate  type  of  charge. 

Q.  So  that  whatever  difference  there  proves  to  be  upon 
examination  and  comparison  of  your  principal  point  rates 
with  your  demand  point  rates  is  attributable  to  the  higher 
costs  of  serving  demand  points?  A.  Presumably,  yes,  sir, 
which  cost,  incidentally,  has  not  been  as  substantial  as  we 
originally  anticipated  in  our  original  cost  studies. 

Mr.  Gribbon:  I  move  to  strike  that  as  being  unrespon¬ 
sive. 

Examiner  Radcliffe:  "We  will  leave  it  in  there. 

By  Mr.  Gribbon : 

Q.  Approximately  what  proportion  of  your  business  is 
generated  by  forwarders?  A.  A  very  small  portion.  What 
exactly  it  is,  I  can’t  tell  you.  I  think  it  is  probably  the 
smallest  of  any  air  carrier  in  the  country. 

30660  Q.  You  don’t  know  how  small,  but  it  is  very 
small?  A.  Very  small.  We  have  never  dealt  with 

them  except  recently  and  it  is  a  very  small  proportion  still. 
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Examiner  Radcliffe:  Could  you  come  close  to  a  percent¬ 
age  there?  Are  we  speaking  in  terms  of  ten  per  cent  or 
five  per  cent  or  something  less? 

The  Witness:  Mr.  Examiner,  I  would  have  to  guess.  I 
am  basing  my  answer  on  my  knowledge  of  our  dealings 
with  forwarders  generally.  I  would  say  in  answer  to  that 
that  we  are  talking  about  less  than  five  per  cent. 

Mr.  Lorch:  Mr.  Examiner,  I  object  to  that  and  I  move 
that  it  be  stricken.  This  business  that  they  are  doing  with 
forwarders  is  something  that  is  capable  of  exact  informa¬ 
tion  from  their  records  and  that  is  the  best  information 
and  I  think  it  is  the  only  information  if  we  are  going  to 
have  anything  on  it  that  we  ought  to  have  on  this  record. 
I  certainly  think  it  would  be  most  unfair  and  prejudicial 
if  the  statement  that  we  have  with  regard  to  their  forwarder 
business  is  thus  and  so,  which  is  a  general  statement  where 
we  don’t  have  the  specific  factual  information.  I  don’t 
know  whether  Mr.  Moorman  is  going  to  refuse  to  give  the 
breakdown  from  his  balance  sheet  or  just  what  he  is  going 
to  do,  but  we  have  been  trying  now  for  a  day  and  a  half 
to  get  the  specific  factual  data  and  Slick  has  refused  to 
give  it  to  us. 

I  don’t  believe  that  we  should  have  to  sit  here  and  have 
this  witness  make  a  general  statement  as  to  what  the 
situation  is. 

Mr.  Miller:  Neither  should  w^e  have  to  sit  here  and 
listen  to  these  speeches  about  Slick  refusing.  We 
30661  haven’t  refused  to  furnish  any  thing  that  was  within 
the  Board’s  order  or  within  the  rulings  of  the  Ex¬ 
aminer.  That  is  all  I  have  to  say. 

Examiner  Radcliffe:  The  objection  will  be  overruled. 
The  question  was  presented  to  the  witness  and  he  answered 
it  to  the  best  of  his  ability. 

By  Mr.  Gribbon  : 

Q.  What  proportion  of  your  flower  business  is  attribu¬ 
table  to  forwarders?  A.  Practically  none. 
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Q.  What  proportion  of  your  flower  business  is  attribu¬ 
table  to  consolidators?  A.  I  never  got  finished  answering 
your  question  before.  A  much  greater  portion  of  our  busi¬ 
ness  is  attributable  to  consolidators  than  is  attributable  to 
forwarders. 

Q.  What  proportion  of  your  flower  business  would  you 
say  is  attributable  to  forwarders?  A.  I  would  have  to 
make  a  guess. 

Q.  Consolidators,  I  am  sorry.  A.  I  would  have  to  make 
a  guess. 

Mr.  Lorch :  I  object  to  the  guess. 

Examiner  Radcliffe :  I  will  sustain  the  objection  to  the 
guess. 

By  Mr.  Gribbon: 

Q.  A  large  percentage  of  your  business  is  attributable 
to  consolidators? 

Examiner  Radcliffe :  Mr.  Gribbon,  please  let  the  witness 
answer. 

The  Witness:  I  don’t  know,  but  I  would  esti- 
30662  mate  probably  around  40  per  cent. 

By  Mr.  Gribbon : 

Q.  Of  all  of  your  business?  A.  No,  we  are  talking 
about  flower  business. 

Q.  40  per  cent  of  your  flower  business  is  attributable  to 
consolidators?  Would  you  consider  such  people  as  Air- 
Borne  Flowers  as  consolidators?  A.  I  am  afraid  I  can’t 
answer  the  question,  Mr.  Gribbon.  I  don’t  know  the  details 
of  the  individuals  with  whom  we  deal. 

Q.i  What  would  they  be  if  they  weren’t  consolidators? 
A.  Air-Borne  Flowers? 

Q.  Yes.  A.  I  assume  you  are  trying  to  get  around  to 
the  point  of  having  me  say  they  may  be  forwarders.  I 
don’t  know.  As  far  as  I  know,  they  are  consolidators. 
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Q.  In  your  estimate  of  40  per  cent,  you  have  considered 
Air-Borne  Flowers  as  a  consolidator?  A.  Yes,  I  would 
say  that  is  right. 

Q.  And  what  per  cent  of  your  total  business  is  attribu¬ 
table  to  forwarders?  A.  I  don’t  know. 

Q.  And  consolidators?  A.  I  don’t  know. 

Q.  Have  consolidators  become  increasingly  important 
to  Slick’s  business  or  decreasingly  important  over  the  past 
eighteen  months?  A.  There  again  I  don’t  actually  know, 
Mr.  Gribbon.  My  estimate  would  be  that  they  have  in¬ 
creased  somewhat,  but  not  to  any  great  extent. 
30663  Again,  to  qualify  that  answer,  on  their  percentage 
of  over-all  business,  I  would  estimate  that  it  has 
remained  pretty  constant  in  the  last  eighteen  months. 

Q.  It  is  a  fact,  isn’t  it,  that  your  Exhibit  5- A,  pages  28 
and  29,  shows  an  increasing  number  of  consignees  served 
through  forwarders?  A.  I  was  referring  to  total  volume, 
not  total  consignees.  The  consolidators’  importance  in  re¬ 
lation  to  volume  rather  than  to  number  of  people. 

Q.  Wouldn’t  the  increase  in  the  number  of  consignees 
be  a  measure  of  your  increasing  dependence  on  the  for¬ 
warders?  A.  I  wouldn’t  say  that  at  all. 

Mr.  Miller.  Mr.  Examiner,  I  object  to  that  “increasing 
dependence  on  the  forwarders.”  There  has  been  no  testi¬ 
mony  that  we  are  dependent  on  the  forwarders. 

Examiner  Radcliffe:  The  increasing  reliance  or  utiliza¬ 
tion  as  forwarders.  We  will  understand  it  in  that  light. 

By  Mr.  Gribbon: 

Q.  When  you  answered  my  questions  with  respect  to 
forwarders  and  consolidators,  what  was  the  point  of  dis¬ 
tinction  in  your  mind  in  saying  that  you  did  do  substantial 
business  with  consolidators  and  that  you  didn’t  with  for¬ 
warders?  A.  I  am  no  longer  a  lawyer,  but  in  my  under¬ 
standing  the  difference  is  that  a  consolidator  collects  ship¬ 
ments  from  any  number  of  individuals,  regardless  of  their 
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weight,  and  ships  them  over  the  carrier  at  a  combined 
weight  at  the  carrier’s  tariff  at  that  rate  while  the  for¬ 
warder  is  paid  by  the  shipper  at  the  rate  of  the 

30664  actual  weight  of  package  handed  to  the  forwarder. 
In  other  words,  he  takes  his  cut  because  of  a  differ¬ 
ential  in  weight  brackets  which  you  should  know  because 
of  your  forwarder  situation. 

The  consolidator,  on  the  other  hand,  as  I  understand 
him,  takes  a  package  from  a  shipper  and  performs  a  cer¬ 
tain  service  with  it  and  charges  that  shipper  per  package 
for  that  service.  He  takes  his  cut  from  a  price  for  the 
service  rendered,  not  for  the  differential  between  a  rate 
charged  for  the  transportation  to  the  shipper  and  one 
charged  by  the  carrier  to  the  forwarder. 

Q.  At  what  rate  does  the  consolidator  ship  over  Slick 
Airways?  A.  The  consolidator  ships  over  the  applicable 
rate,  depending  upon  the  size  of  the  shipment. 

Q.  The  size  of  the  individual  shipment  or  the  size  of 
all  of  the  shipments  he  has  consolidated  in  whatever  period 
is  covered?  A.  The  individual  shipment,  when  it  comes 
to  us. 

Q.  In  other  words,  the  consolidator  does  not  benefit  from 
the  weight  break,  according  to  your  understanding  of  the 
consolidator?  A.  Let  me  further  explain  one  thing  which 
I  think  will  clear  up  your  question.  The  consolidator,  again, 
as  I  understand  it,  we  will  say  collects  20  packages  in  the 
New  York  area,  all  going  to  Joe  Blow  in  San  Francisco. 
Those  20  packages  are  being  shipped  by  20  different  peo¬ 
ple,  but  they  are  shipped  by  the  consolidator  as  one  con¬ 
signment  to  that  one  individual.  The  forwarder,  on  the 
other  hand,  will  pick  up  those  20  packages  from  20 

30665  different  shippers  to  20  different  consignees  and 
will  ship  them  all  as  one  from  himself  to  himself. 

Q.  But  your  consolidator  will  give  you  the  20  packages 
and  get  the  benefit  of  the'  rate  applicable  to  the  accumulated 
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weight  of  those  20  packages,  will  he  not?  A.  The  con¬ 
signee  gets  that  benefit. 

Q.  The  shipments  move  at.  the  rate  applicable  to  the 
accumulated  weight  of  the  consolidated  shipments?  A. 
Yes,  but  the  distinction  is  still  the  consignee  gets  that 
benefit. 

Q.  So  far  as  you  are  concerned,  if  a  forwarder  gets 
together  and  accumulates  20  packages  of  a  total  weight 
of  five  thousand  pounds  and  turns  them  over  to  you  and 
a  consolidator  gets  together  20  packages  of  a  total  weight 
of  five  thousand  pounds  and  turns  them  over  to  you,  you 
charge  both  the  forwarder  and  the  consolidator  exactly 
the  same  rate?  A.  I  think  that  would  be  true. 

•  •  •  •  • 

Q.  Would  you  look  at  page  60,  please?  That  is  a  list  of 
your  officers  and  directors,  isn’t  it?  A.  That  is 

30666  correct. 

•  •  •  •  • 

30667 

•  •  •  •  • 

The  Witness :  I  will  be  glad  to  go  down  the  list  and  give 
all  the  information  I  have  at  my  finger  tips. 

By  Mr.  Gribbon : 

Q.  Mr.  Graddick?  A.  He  has  been  with  the  company 
about  a  year.  He  came  from  the  United  Air  Lines  and  is 
often  called  the  “Father  of  Air  Freight”  in  this  industry. 

Q.  He  had  long  experience  with  United  Air  Lines,  didn’t 
he?  A.  Yes. 

Q.  How  about  Joseph  Grant?  A.  Joseph  Grant  is  a 
lawyer.  He  has  been  with  the  company  almost  since  its 
beginning. 

Q-  Any  prior  transportation  experience?  A.  No,  Mr. 
Gribbon,  we  have  found  prior  transportation  experience 
is  not  an  absolute  necessity  in  the  officers  of  the  company. 
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•  •  •  •  • 

Q.  Charles  F.  Urschel,  Jr.!  A.  Mr.  Urschel  is  a  di¬ 
rector  and  has  been  since  the  origin  of  the  company. 

Q.  Is  his  biography  in  the  original  exhibit!  A.  It  is. 

Q.  Mr.  Milbank?  A.  Mr.  Milbank  is  a  director,  new, 
I  believe,  since  the  original  exhibits.  Mr.  Milbank  is  a 
partner  in  the  brokerage  firm  of  Wood-Strothers  in  New 
York. 

Q.  When  did  he  become  a  director  of  the  company!  A. 
I  don’t  recall  the  exact  date,  Mr.  Gribbon.  It  has  been 
around  a  year,  I  would  say. 

Q.  Mr.  Gillies!  A.  Mr.  Gillies  was  formerly  executive 
vice  president  of  Gruman  Aircraft  during  the  war.  He  is 
now  an  aviation  consultant  with  offices  here  in  Washing¬ 
ton,  D.  C.,  although  his  home  address  is  San  Diego,  Cali¬ 
fornia. 

•  *  #  •  • 

Q.  When  did  Mr.  Grace  come  with  the  company! 

30669  A.  I  think  I  told  you  Mr.  Grace  was  with  the  com¬ 
pany  since  almost  the  very  beginning. 

Q.  What  was  the  prior  transportation  experience!  A. 
I  think  he  had  a  whole  division  or  some  such  thing  flying 
The  Hump  with  C-46  aircraft. 

Q.  Any  commercial  transportation  experience!  A.  No. 

Q.  Did  he  succeed  Mr.  Dunlop!  A.  No. 

Q.  Who  performs  Mr.  Dunlop’s  duties  now!  A.  I  do. 

Q.  When  did  he  leave  the  company!  A.  Late  in  1947, 
I  believe. 

Q.  How  about  C.  F.  Urschel!  Is  his  biography  in  the 
first  list!  A.  It  is. 

Q.  Would  you  look  at  your  balance  sheet  presented  on 
page  SA-35,  March  31,  1947,  the  account  “Flight  Equip¬ 
ment”!  I  have  some  discussion  with  Mr.  Lobdell  on  the 
make-up  of  that  account.  He  told  me  that  it  represented 
ten  C-46  aircraft  at  a  cost  of  $50,000  apiece  plus  some  other 
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items  of  equipment.  My  question  to  him  was  whether  that 
$50,000  at  which  you  carry  each  C-46  or  each  of  those 
0-46’s  represented  actual  cost?  A.  Yes,  it  represents  ac¬ 
tual  cost,  not  actual  purchase  cost. 

Q.  It  does  not  represent  the  price  you  paid  the  vendor? 
A.  No. 

Q.  What  does  it  consist  of?  A.  It  consists  of 

30670  that  price  plus  the  complete  licensing  and  modifi¬ 
cation  job  on  that  airplane,  ready  to  fly  our  system 

under  our  standards. 

Q.  What  was  the  price  you  paid  the  vendor?  A.  Ap¬ 
proximately  $27,500. 

Q.  On  each  of  the  aircraft?  A.  That  is  right. 

Q.  And  you  carry  them  on  your  books  at  $50,000?  A. 
That  is  right. 

Q.  And  the  difference  between  the  actual  cost  to  you 
and  the  price  at  which  they  are  now  carried  on  your  books 
is  represented  by  the  cost  of  conversion?  A.  Right,  and 
licensing. 

Q.  Who  did  the  conversion  and  who  was  paid  for  the 
licensing?  A.  Slick  Airways  did  it. 

Q.  You  did  that  work  yourself?  A.  That  is  right.  That 
is  the  money  we  have  put  into  that  airplane. 

Q.  What  was  the  accounting  transaction  when  you  wrote 
up  the  asset  value  by  the  amount  of  about  $25,000?  A.  It 
wasn’t  a  writing  up  of  anything.  Mr.  Gribbon,  regardless 
of  who  performed  the  work,  or  had  Joe  Blow  performed 
it,  let’s  assume  the  price  would  have  been  whatever  that 
difference  is,  $23,000  or  something  like  that  Slick  Air¬ 
ways’  costs  are  the  same.  It  is  not  a  write-up,  but  this 
much  cost  put  into  this  airplane  and  therefore  it  goes  into 
that  account  as  part  of  that  airplane. 

Q.  You  determined  what  the  cost  of  this  conver- 

30671  sion  was  yourselves,  didn’t  you?  A.  Naturally, 
we  did  the  work. 

Q.  It  is  your  own  bookkeeping  determination?  A.  It  is 
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a  determination  by  actual  cost.  We  did  the  work  and  the 
cost  was  so  much. 

Q.  And  that  was  recorded  in  your  expenses,  was  it  not, 
at  the  time?  A.  No,  that  was  capitalized. 

Q.  As  the  expenses  were  incurred,  as  you  paid  a  man 
for  that,  it  went  right  into  your  capital  account?  A.  That 
I  ami  not  sure  about,  but  it  all  ended  up  in  the  capital  ac¬ 
count 

Q.  And  if  it  hadn’t  ended  up  in  the  capital  account,  your 
deficit  would  have  been  that  much  greater,  wouldn’t  it?  A. 
Yes,  but  it  ended  up  in  the  capital  account  because  that  is 
where  it  belongs.  It  would  have  been  very  poor  account¬ 
ing  to  put  it  anywhere  else. 

Q.  You  are  engaged  in  depreciating  that  27  or  25  thou¬ 
sand  dollars  of  conversion  expense  on  each  of  those  air¬ 
craft  right  now?  A.  Right. 

Qj  What  is  your  depreciation  policy  or  basis?  A.  It  is 
five  years  with  a  ten  per  cent  residual  value. 

Q.  Five  years  on  actual  cost  plus  conversion  expenses? 
A.  The  actual  cost  of  that  airplane,  flyable  by  CAA  regula¬ 
tions  and  according  to  Slick  Airways’  standards,  is  $50,000. 
The  purchase  cost  is  merely  one  part  and  the  other  is 
another  part.  They  both  make  up  the  cost  of  that  airplane. 

Q.  But  you  depreciate  the  whole  thing  on  a  five- 
30627  year  basis  with  a  ten  per  cent  residual?  A.  That 
is  right. 

Q.  Is  that  the  way  you  have  depreciated  the  aircraft 
you  have  purchased  since  March  31,  1947?  A.  That  is 
right 

Q.  How  many  aircraft  do  you  now  operate?  A.  We 
now  own  12  C-46’s,  11  of  which  are  licensed  and  completely 
modified  to  our  standards,  one  of  which  is  a  C-46-A  which 
remains  unlicensed.  We  have,  as  I  think  you  know,  leased 
ten  aircraft,  C-46-F’s,  from  the  United  States  Air  Force. 
That  gives  us  a  total  of  22  airplanes,  taking  14  to  fly  our 
present  company  schedule,  which  14  includes  one  and  a 
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half  in  maintenance.  That  leaves  us  four  spares.  The  one 
referred  to  unlicensed  and  three  of  the  leased  airplanes 
still  are  not  completely  modified.  Work  is  being  performed 
on  them.  That  is  as  of  the  other  day. 

Q.  These  spares  are  ready  to  go?  A.  Those  four  spares 
are  ready  to  go. 

Q.  And  in  addition  you  have  those  that  you  have  rented 
that  aren’t  completed  yet,  where  the  conversion  isn’t  com¬ 
plete?  A.  That  is  right. 

Q.  And  all  of  those  are  used  in  your  common  carrier 
service,  all  of  the  aircraft  that  you  have  listed?  A.  Yes, 
or  will  be. 

Q.  Are  any  of  them  used  in  this  service  and  supply 
division?  A.  That  is  not  a  transportation  operation. 

Q.  None  of  them  are  used  in  the  service  and 
30673  supply  Division?  A.  No. 

Q.  What  is  the  Service  and  Supply  Division? 
A.  The  Service  and  Supply  Division,  Mr.  Gribbon,  is  our 
method  of  combating  some  of  the  things  with  which  we 
have  had  to  live  the  last  two  years. 

Mr.  Lorch:  I  move  to  strike  that.  I  object  to  that,  Mr. 
Examiner.  There  is  nothing  factual  about  that  statement. 
It  is  a  pure  conclusion.  This  question  can  be  answered  in 
a  factual  way.  That  division  does  certain  things.  That  is 
all  the  question  called  for. 

Examiner  Radcliffe:  The  Witness  can  answer  the  ques¬ 
tion  in  the  manner  in  which  he  sees  fit. 

The  Witness:  My  only  attempt  was  to  answer  your 
question  completely.  I  think  it  deserves  a  complete  answer. 
There  has  been  a  lot  of  comment  about  our  entering  into 
business  other  than  the  common  carriage  of  freight.  I  am 
sure  you  are  as  aware  and  ‘everybody  else  in  this  room 
is  as  aware  as  I  am  of  the  fact  that  we  have  been  operat¬ 
ing  and  living  in  the  most  unheard  of  competitive  situa¬ 
tion  yet  known  to  the  American  industry  to  my  knowledge. 
Fortunately  we  had  not  only  the  gumption,  but  the  ability 
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and  brains,  to  go  out  and  do  something  about  it,  which 
we  have  done. 

Mr.  Gribbon:  Is  there  any  time  limit,  Mr.  Examiner? 

Mr.  Lawler:  I  move  to  strike  that. 

Examiner  Radcliffe:  Overruled. 

Mr.  Gribbon:  Mr.  Examiner,  that  was  a  very  simple 
question. 

The  Witness:  I  am  going  to  give  you  a  very  simple 
answer. 

30674  Mr.  Lorcli :  All  we  are  getting  out  of  this  witness 
so  far,  Mr.  Examiner,  is  a  speech.  When  I  make 
an  objection  it  is  not  evidence.  Maybe  this  isn’t  evidence, 
but  at  least  it  is  supposed  to  be  sworn  testimony.  It  is  a 
pure  speech.  We  just  asked  for  facts.  What  does  that  divi¬ 
sion  do? 

The  Examiner:  The  witness  will  answer. 

The  Witness:  As  I  said  before,  we  have  gone  out  and 
on  our  own  hook  without  any  calling  on  anyone  else,  in¬ 
cluding  Uncle  Sam,  have  kept  ourselves  going  in  this  thing 
even  in  this  situation  by  our  own  know-how,  which  is  pre¬ 
sumably  the  best  in  the  world  on  C-46  airplanes.  By  doing 
so  we  have,  as  you  will  see,  shown  a  profit  in  the  third 
quarter  without  any  subsidy  and  we  hope  to  show  a  profit 
for  the  year  1948.  The  S.  and  S.  Division  is  all  that  work 
that  Slick  Airways  has  performed  except  common  carrier 
operation.  It  is  made  up  of  modification,  maintenance, 
licensing,  overhaul,  operation  experience  and  training  on 
the  C-46  aircraft,  and  its  engines  and  accessories.  We  are 
presently  engaged  in  a  contract  for  the  United  States  Air 
Forces  in  the  modification  of  66  aircraft.  Tt  is  called  a 
division  only  for  the  purposes  of  separating  it  accounting- 
wise  and  personnel-wise  to  a  certain  extent. 

By  Mr.  Gribbon: 

Q.  Do  any  of  the  employees  of  the  transportation  serv¬ 
ice  contribute  to  the  Supply  and  Service  Division?  A. 
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They  do,  Mr.  Gribbon :  However,  you  will  note — I  am  sure 
it  is  self-explanatory — from  the  balance  sheets  the  only 
overhead  cost  that  has  been  attributed  to  the  Supply  and 
Service  Division  expenses  has  been  those  that 

30675  are  direct.  In  other  words,  my  time,  Earl  Slick’s 
time,  our  head  maintenance  man’s  time  and  other 

people’s  time  who  are  hired  and  will  be  there  for  the  com¬ 
mon  carrier  regardless  of  the  S.  S.  Division  have  not  been 
attributed  in  any  degree  to  the  Supply  and  Service  Divi¬ 
sion.  Had  they  been  so,  the  obvious  result  would  have  been 
a  lessening  of  the  cost  of  doing  common  carrier  service. 

Q.  Do  you  work  for  the  Service  and  Supply  Division? 
A.  I  certainly  do. 

Q.  Do  all  of  the  officers  do  work  for  the  Service  and 
Supply  Division?  A.  Whenever  it  is  necessary. 

Q.  Would  you  say  that  it  is  often  necessary?  A.  I  have 
just  told  you  that  it  was  an  absolute  necessity  for  this 
year  of  194S. 

Q.  Do  all  of  your  employees  do  work  for  the  Service 
and  Supply  Division?  A.  No,  certainly  not. 

Q.  Can  you  tell  us  which  groups  of  employees  and  what 
percentage  of  your  total  employees  it  would  constitute 
that  do  work  for  the  S.  and  S.  Division?  A.  I  would 
rather  not  say  it  in  percentage  figures  because  we  started 
the  questioning  on  officers.  The  top  people  of  the  company, 
obviously.  It  takes  someone  to  go  out  and  make  a  several 
million  dollar  deal  with  the  United  States  Air  Forces  or 
with  the  Chinese  Air  Force  or  with  the  Brazilian  Gov¬ 
ernment  or  somebody.  I  have  done  some  of  that  and  Earl 
Slick  has  done  some  of  it.  Other  than  that,  our  company 
lawyer  has  had  something  to  do  with  it  obviously.  Other 
than  that  it  has  been  our  vice  president  in  charge 

30676  of  operations  who  has  had  the  responsibility  of 
seeing  that  the  thing  is  run  and  run  on  a  profit¬ 
able  basis  and  his  maintenance  people  have  helped. 

However,  none  of  those  people  that  have  been  hired,  as 
I  say,  for  the  common  carrier  operation  and  are  needed 
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for  our  operation,  are  charged  to  the  S.  S.  Division.  Only 
those  people  hired  to  do  this  job  on  that  airplane  for 
somebody  else  are  charged  to  that  Division,  direct  labor. 

Q.  How  about  the  employees!  Do  the  same  employees, 
in  one  operation,  service  your  common  carrier  planes  and 
then  maybe  the  next  day  work  in  your  Service  and  Supply 
Division!  A.  In  some  instances  that  has  happened  on 
some  of  the  smaller  jobs  such  as  the  modification  of  three 
airplanes  for  a  Brazilian  airline.  We  have  there  used 
some  of  the  un-utilized  time  of  our  own  people  which  has 
their  direct  labor,  again,  on  that  job,  charged  to  that  job. 

Q.  How  about  your  maintenance  shops !  Do  yon  perform 
your  Service  and  Supply  contracts  in  the  same  shops  that 
you  use  to  maintain  your  common  carrier  aircraft?  A. 
We  have  on  occasion. 

Q.  Don’t  you  as  a  general  rule?  A.  No.  For  instance, 
take  this  Army  contract.  It  has  to  be  completely  separ¬ 
ated.  Every  warehouse  and  everything  is  completely 
separated.  Our  airplanes  may  duck  through  the  field  be¬ 
tween  some  of  the  Army  airplanes  and  be  serviced  by 
some  of  our  own  people,  but  that  is  all. 

Q.  What  proportion  of  your  Service  and  Supply  Divi¬ 
sion  is  your  Army  contract?  A.  Right  now  it  is  almost 
a  hundred  per  cent. 

30677  Q.  The  officers  of  Slick  Airways,  Inc.,  have  de¬ 
voted  an  appreciable  portion  of  their  time  to  the 
Service  and  Supply  Division  which,  as  you  say,  has  not 
been  charged  to  Service  and  Supply?  A.  That  is  right. 
Unfortunately,  it  has  been  necessary  for  Earl  Slick  and 
myself  and  others  to  devote  time  to  the  Supply  and 
Service  Division  and  to  such  things  as  these  hearings 
instead  of  devoting  our  time  to  the  development  of  air 
freight,  but  it  takes  a  little  bit  of  everything  to  stay  on 
in  this  business. 

Q.  When  did  the  Service  and  Supply  Division  start? 
A.  It  started  as  of  the  first  of  January,  1948. 
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Q.  Roughly,  would  you  say  that  it  now  constitutes 
about  one-half  of  Slick  Airways’s  business?  A.  No. 

Q.  A  quarter?  A.  I  think  your  best  answer  to  that 
is  to  refer  to  page  49  to  show  you  what  it  has  amounted  to. 

Q.  That  is  an  indication  of  revenues?  A.  That  is  what 
we  are  talking  about. 

Q.  Is  that  a  fair  indication  of  the  proportion  of  the 
time  of  all  the  Slick  Airways  employees  and  its  facilities 
that  is  devoted  to  that?  A.  I  couldn’t  say  that.  I  haven’t 
made  a  time  study  for  comparison. 

Q.  Does  the  Service  and  Supply  Division  have  any 
assets  that  are  not  shown  on  your  balance  sheet?  We  will 
take  the  one  of  September  30,  1948,  SA-47?  A.  Does  it 
have  any  assets  what? 

30678  Q.  That  are  not  shown  on  this  balance  sheet? 
A.  No. 

Q.  This,  then,  is  a  consolidated  balance  sheet  for  your 
Service  and  Supply  Division  and  your  common  carrier 
transportation  division?  A.  That  is  right. 

Examiner  Radcliffe:  We  will  take  a  five-minute  recess. 

(Short  recess  taken.) 

30679  Examiner  Radcliffe :  Come  to  order,  please, 
gentlemen. 

Mr.  Moorman  indicated  to  me  during  the  recess  that 
he  wrould  like  to  make  a  slight  correction  to  the  last  an¬ 
swer  he  gave  you  concerning  the  showing  of  the  assets 
of  the  supplies  and  service  division  on  the  balance  sheet. 

Will  you  proceed,  Mr.  Witness? 

The  Witness:  Thank  you,  Mr.  Examiner.  I  actually 
have  that  correction  and  one  other  very  minor  one.  I  will 
do  the  minor  one  first.  On  your  question,  Mr.  Gribbon, 
in  connection  with  whether  or  not  we  have  personnel  in 
Waterbury  or  Hartford,  we  have  just  recently  put  a  man 
in  there.  Then  as  to  your  other  question  on  the  assets  of 
the  S.  S.  division — 
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Mr.  Lorch:  I  didn’t  hear  that  last  answer.  Where  is 
your  agent  now? 

The  Witness:  In  Waterbury,  Connecticut. 

Examiner  Radcliffe:  That  was  an  employee  or  an  agent? 

The  Witness:  A  full  time  employee. 

All  of  your  assets  which  are  in  the  balance  sheet  cover 
all  the  assets  except,  of  course,  good  will  and  the  present 
Army  contract,  which  is  a  very  large  asset  of  the  S.  S. 
division.  What  I  am  trying  to  point  out  is  that,  there¬ 
fore,  the  profit  which  we  expect  to  make  out  of  the  Army 
contract  is  not  shown  anywhere  here,  only  those  receiv¬ 
ables  which  have  been  corrected  or  have  been  billed. 

By  Mr.  Gribbon: 

Qj  Do  I  understand  that  other  than  this  Army  contract 
which  consists  of  anticipated  profit  and  other  than  in¬ 
tangibles  such  as  good  will,  this  balance  sheet  as  of 
September  30,  1948,  shows  the  total  assets  of  the  S.  S. 

division  as  well  as  the  assets  of  the  common  car- 
30680  rier  division?  A.  That  is  true.  The  physical  as¬ 
sets  of  the  S.  S.  division  are  very,  very  minor. 

Q.  For  example,  your  cash  account  of  $165,000  is  used 
for  your  day  to  day  needs  of  both  the  S.  S.  division  and 
the  common  carrier  service?  A.  That  is  true. 

Q.,  What  is  the  nature  of  your  contracts?  Are  they  a 
fixed  price  contract?  A.  You  mean  the  present  Army 
contract? 

Q.  Is  that  the  only  contract  you  are  operating  now? 
A.  That  is  the  only  large  contract. 

Q.  Was  it  the  only  contract  you  were  operating  in 
September,  the  quarter  ending  September  30,  1948?  A. 
No. 

Q.  What  was  the  nature  of  the  contract?  What  was  the 
method  of  payment  of  those  contracts  that  you  were  en¬ 
gaged  in  performing  in  the  quarter  ending  September 
30,  1948?  A.  The  two  largest  ones  as  of  September  30, 
were  the  U.  S.  Air  Force  contract  and  the  Chinese  Air 
Force  contract 
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Q.  What  was  the  method  of  payment?  Did  they  give 
you  so  much  in  advance  or  were  you  paid  as  you  pro¬ 
duced  or  were  you  paid  at  the  end  of  the  contract?  A. 
The  Chinese  contract,  very  fortunately,  had  a  provision 
in  it  and  it  was  practiced,  that  the  money  was  put  in 
escrow  in  advance  and  the  Army  contract,  wTe  are  paid 
upon  the  rendition  of  bills. 

Q.  And  you  render  the  bills  monthly?  A.  Bi-weekly, 
I  think. 

30681  Q.  And  do  the  bills  reflect  in  general  the 
amount  of  progress  made  in  the  period  covered? 

A.  They  reflect  the  work  actually  performed.  I  might 
point  out  that  the  contract  as  it  is  based  provides  for  the 
actual  labor  charges  and  the  work  plus  a  fixed-fee  profit 
plus  an  overhead  figure.  Neither  the  fixed-fee  profit  nor 
the  over  head  figure  are  collected  except  upon  the  deliv¬ 
ery  of  an  airplane.  Upon  delivery  of  each  airplane  that 
fixed-fee  profit  per  airplane  is  collected. 

Q.  In  the  quarter  ended  September  30,  1948,  you  were 
working  on  the  Army  contract?  A.  Eight. 

Q.  You  had  two  other  contracts  you  were  working  on? 
A.  The  Chinese  contract  was  the  other  large  one.  I  am 
not  even  sure  whether  there  was  any  other  work  in  prog¬ 
ress  at  that  time  for  outsiders  or  not. 

Q.  The  revenue  that  you  reflect  on  your  statement  of 
profit  and  loss  for  the  quarter  ended  September  30,  1948, 
$267,000.  A.  Where  is  that  figure? 

Q.  Page  48,  S.  S.  division  revenue.  A.  Oh,  yes. 

Q.  That  reflects  none  of  the  fee  from  the  Army  con¬ 
tract,  does  it?  A.  No. 

Q.  And  it  reflects  none  of  the  overhead  item  from  the 
Army  contract?  A.  No.  That  is  right. 

Q.  And  it  might  not,  therefore,  be  an  accurate 

30682  indication  of  the  proportion  of  Slick  Airways 
resources  that  were  devoted  to  the  S.  S.  division 

during  that  quarter?  A.  I  don’t  know  whether  I  quite 
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understand  your  question.  That  S.  S.  division  revenue  is 
money  paid  upon  billings  to  the  Army  or  to  the  Chinese 
Air  Force. 

Qj  But  at  the  end  of  your  Army  contract,  which  you 
say  is  the  big  one,  you  expect  to  receive  a  big  portion  of 
your  profit?  A.  I  expect  to  receive  it  on  each  airplane 
delivered. 

Q.  As  each  airplane  is  delivered?  A.  Six  of  which 
will  be  delivered  this  week. 

Qj  Were  any  airplanes  delivered  to  the  Army  in  the 
quarter  ended  September  30,  1948?  A.  No. 

Q.  Considerable  work,  I  assume,  was  done  on  that  con¬ 
tract?  A.  Oh,  definitely.  In  equivalent  airplanes,  there 
is  probably,  as  a  receivable  on  overhead  and  fixed-fee, 
at  least  ninety  thousand  due  us  right  now  but  that  can 
not  be  billed  and  is  not  paid  until  delivery. 

Qj  But  as  of  the  quarter  ended  September  30,  Slick 
Airways'  resources  were  devoted  to  the  modification  of 
a  lot  of  airplanes  which  are  not  reflected  in  your  revenue 
figure  here?  A.  Right. 

Q.  This  simply  reflects  the  money  that  was  paid  to  you 
during  that  period  and  therefore  is  not  the  measure  of 
the  extent  to  which  you  were  engaged  in  S.  S.  activities 
during  that  period?  A.  Well,  I  wouldn’t  go  that  far  with 
you.  That  is  a  very  good  guide  as  to  the  extent. 
30683  Of  course,  the  revenues  obviously  were  payments 
received  during  that  quarter.  There  was  work 
going  on  all  through  that  quarter  and  there  will  be  next 
quarter. 

Qj  When  did  you  begin  work  on  the  Army  contract? 
A.  The  contract  term  began  the  first  of  August,  I  think, 
1948. 

Qj  When  did  you  receive  your  first  payment  from  the 
Army?  A.  I  am  not  sure  I  can  tell  you.  No,  I  don’t  be¬ 
lieve  I  can. 

Q.  Had  you  received  any  appreciable  payment  on  that 
contract  before  September  30,  1948?  A.  I  can’t  tell  you. 


2843 


Excerpts  from  Testimony  of  L .  J .  Moorman 

Q.  To  the  extent  that  you  had  done  work  and  had  not 
completed  the  modification  of  the  particular  aircraft,  you 
would  not  have  been  paid  on  that  before  September  30? 
A.  No,  we  were  paid  before  the  aircraft  was  completed 
for  the  work  done  but  we  were  not  paid  for  the  fixed  profit. 

Q.  When  we  were  discussing  the  business  that  you  re¬ 
ceived  from  consolidators,  did  you  consider  as  being 
received  from  consolidators  traffic  that  would  be  turned 
over  to  you  by  shippers’  agents?  A.  I  am  not  sure  I 
understand,  Mr.  Gribbon,  what  you  are  after  there,  what 
the  question  means. 

Q.  Do  you  deal  with  shippers’  agents,  to  your  knowl¬ 
edge?  A.  What  is  your  definition  of  a  shipper’s  agent? 
A  consolidator  is  a  shipper’s  agent. 

Q.  Do  you  deal  with  any  other  individual  other 
30684  than  the  direct  shipper  or  a  consolidator?  A. 

The  only  example  I  know  of  is  the  custom  broker 
with  whom  we  deal,  naturally.  Every  transportation 
company  does.  We  are  probably  the  only  one  in  the  air 
freight  field  that  does  not  pay  him  a  commission. 

Q.  Did  you  include  the  business  you  get  from  custom 
brokers  in  the  total  business  received  from  consolidators? 
A.  I  doubt  it  because  he  is  not  a  consolidator. 

Q.  How  much  business  do  you  get  from  such  custom 
brokers?  A.  Percentage- wise,  very  little. 

Q.  Are  you  familiar  with  the  practice  of  flower  ship¬ 
pers  shipping  through  shippers’  agents  or  do  you  con¬ 
sider  them  consolidators?  A.  I  don’t  recall  ever  hearing 
of  any  flowers  moving  on  our  line  that  were  related  to 
someone  called  a  shippers’  agent. 

Q.  It  has  always  been  a  consolidator  in  your  experi¬ 
ence?  A.  To  my  knowledge,  yes. 

Q.  On  your  balance  sheet  you  have  an  item,  “spare 
parts  and  supplies”,  at  cost,  $427,000.  This  is  for  Sep¬ 
tember  30,  1948?  A.  Yes,  sir. 

Q.  Are  those  supplies  entirely  of  the  common  carrier 
division?  A.  They  are  all  purchased  for  the  common 
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carrier  division.  I  would  like  to  explain  that  answer  a 
bit,  if  I  may.  First,  those  spare  parts  and  supplies  are 
probably  now  worth  two  million  dollars.  Secondly,  al¬ 
though  as  I  understand  the  uniform  system  of  accounts 
under  the  CAB,  spare  parts  and  supplies  cannot 

30685  be  carried  as  current  assets.  In  my  thinking  they 
are  current  assets. 

Q.  But  they  are  entirely  assets  of  the  common  carrier 
division  of  Slick  Airways?  A.  Right,  although,  to  be 
frank  and  give  a  complete  answer  to  that  question,  we 
have  from  time  to  time  sold  parts  in  our  own  common 
carrier  stock  to  parties  for  whom  we  were  working  under 
the  S.  S.  division. 

Q.  You  say  from  time  to  time  you  have  taken  supplies 
and  sold  them  to  parties?  A.  That  is  right. 

Q.  In  what  volume,  approximately?  A.  I  cannot  tell 
you.  In  what  we  consider  surplus  to  our  own  needs  over 
the  next  three  to  five  years. 

Q.  So  that  from  time  to  time  certain  of  the  assets  car¬ 
ried  in  spare  parts  and  supplies  have  found  their  way 
into  the  working  of  the  S.  and  S.  division?  A.  They 
have  been  sold  outright  to  the  customer.  For  instance,  as 
distinguished  from  the  Army.  We  carry  no  parts  being 
used  on  the  Army  contract  under  this  item,  “spare  parts 
and  supplies”  because  they  belong  to  the  Army,  with  the 
few  exceptions  of  those  which,  as  I  say,  are  surplus  in 
our  present  stock  for  common  carrier  operations  and 
they  are  considered  by  us  to  be  surplus  to  our  projected 
needs.  We  will  sell  those  parts  to  the  Army. 

Q.  Or  to  any  other  contractor  for  whom  you  are  per¬ 
forming  a  contract  in  your  S.  and  S.  division?  A.  That 
is  right. 

What  about  the  item  “Construction  work  in 

30686  process”  on  your  balance  sheet?  What  does  that 
consist  of?  A.  Well,  it  is  what  it  says  it  is.  May 

I  refer  to  my  man  here  who  has  some  figures? 
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Q.  He  referred  to  you  yesterday.  I  guess  you  can  re¬ 
fer  back.  A.  It  is  ground  equipment,  improvement  to 
buildings  leased,  modification  of  leased  aircraft  and  to 
own  aircraft,  modification  to  engines,  purchase  and  mod¬ 
ification  of  some  refrigerated  trailers  which  United  didn’t 
want  so  we  bought,  tools  and  materials  and  equipment 
for  the  Army  contract.  That  is  modification  and  so  on 
of  those  items. 

Q.  The  Army  contract  is  a  function  of  the  S.  S.  divi¬ 
sion!  A.  That  is  right. 

Q.  So  that  to  the  extent  that  you  have  anything  in  this 
account  “construction  work  in  process”  that  is  attribu¬ 
table  to  the  Army  contract,  that  is  partially  an  asset  of 
the  S.  S.  division?  A.  About  eight  thousand  dollars. 

Q.  And  the  rest  of  it?  A.  Common  carrier. 

Q.  What  has  been  the  total  modification  expense  that 
you  have  incurred  on  one  of  your  leased  aircraft  recently 
put  into  use?  A.  I  can  get  that  for  you  in  a  moment.  It 
is  twenty-five  thousand  dollars  apiece. 

Q.  You  eventually,  when  you  get  the  work  completed, 
write  twenty-five  thousand  dollars  into  your  property 
and  equipment  account?  A.  Yes. 

30687  Q.  On  the  leased  aircraft?  A.  I  assume  so, 
Mr.  Gribbon.  Not  being  an  accountant,  I  don’t 
know  exactly  where  that  would  go  in  the  balance  sheet, 
but  that  would  be  proper  as  an  asset. 

Q.  What  are  the  terms  of  that  lease?  A.  Of  the  Army 
contract? 

Q.  No,  of  your  leases  on  the  airplanes  from  the  Army? 
A.  We  pay  a  monthly  rental.  It  is  a  four-year  lease. 

Q.  A  binding  four-year  lease  on  both  parties?  A.  No, 
not  on  the  Army. 

Q.  It  is  binding  on  you?  A.  In  case  of  emergency 
they  can  call  them  back.  As  a  matter  of  fact,  I  think  we 
can  cancel  within  a  reasonable  time.  I  am  not  sure  what 
it  is. 
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Q,  Over  what  period  are  you  amortizing  that  modifi¬ 
cation  work?  A.  I  would  assume  four  years,  the  term 
of  the  lease. 

Q.  You  don’t  know?  A.  I  don’t  actually  but  I  think 
that  is  pretty  obviously  a  fair  assumption. 

Q.  But  you  can  cancel  the  contract  any  time?  A.  We 
can? 

QL  Is  that  right?  A.  I  am  quite  sure  we  can.  There 
is  a  cancellation  privilege  in  it  with  normal  and  reason¬ 
able  notice. 

Q.  One  question  I  asked  Mr.  Lobdell  yesterday.  This 
unamortized  expense  on  debt,  what  does  that  consist  of? 
A.  That  consists  of  exactly,  again,  what  it  says  it  is, 
which  is  registration  fees,  professional  fees,  en- 
30688  graving  and  printing,  etc.,  in  connection  with  the 
registration  of  our  convertible  debentures. 

Q.  It  is  all  attributable  to  the  registration  work  that 
has  gone  on  with  the  debentures?  A.  I  am  quite  sure 
it  is,  unless  there  are  some  expenses  in  connection  with 
other  loans  w^e  may  have  made. 

Q.  It  would  appear  that  the  S.  and  S.  division  has  no 
substantial  assets  in  the  balance  sheet  term.  Is  that  fair? 
A.  That  is  a  fair  statement,  yes. 

Q.  You  are  able  to  carry  on  this  business  without  any 
visible  assets?  A.  No,  there  are  some  in  here. 

Q.  Eight  thousand  dollars  on  construction  work  in 
progress?  A.  That  is  right. 

Q.  And  some  accounts.  What  is  this  U.  S.  Government 
account  receivable,  $135,000?  A.  That  is  on  the  contract. 

Q.  That  is  on  the  Army  contract?  A.  That  is  right. 

Q.  That  is  an  S.  S.  item?  A.  That  is  work  billed  and 
not  yet  collected  as  of  that  date. 

Q.  But  still  you  have  no  fixed  assets  that  are  attribu¬ 
table  to  the  S.  and  S.  division?  A.  Again,  not  being  an 
accountant,  I  may  not  be  able  to  give  you  an  exact  an- 
swer.  I  think  I  can  explain  partially.  All  of  this  work 


2847 


Excerpts  from  Testimony  of  L.  J .  Moorman 

has  been  done — this  may  seem  to  contradict  something  I 
said  before  but  actually  it  doesn’t — at  our  bases 

30689  in  Burbank,  California,  and  San  Antonio,  Texas. 
The  Army  contract  is  now  being  carried  on  in 

San  Antonio.  At  San  Antonio  we  have  one  whole  side  of 
the  Alamo  airport  there  for  which  we  pay  one  dollar  a 
year  rental  and  we  maintain  the  whole  thing.  Thus  we 
have  had  excess  buildings,  ramp  space,  etc. 

Q.  Those  are  the  buildings  that  you  use  in  your  com¬ 
mon  carrier  service?  A.  Some  have  been  used  and  oth¬ 
ers  have  been  vacant. 

Q.  And  you  have  got  the  space  and  you  have  just  uti¬ 
lized  it  for  this  Army  contract?  A.  That  is  right.  It  is 
such  a  negligible  thing.  The  buildings  would  have  been 
scrapped  except  that  we  are  there. 

Q.  Did  you  acquire  any  buildings  or  any  space  or  any 
assets  specifically  to  carry  on  the  S.  and  S.  division?  A. 
We  have  acquired  some  working  stands  and  undoubtedly 
some  tools. 

Q.  Of  pretty  minor  significance?  A.  Yes,  because  you 
see  we  had  a  complete  engine  overhaul  shop,  a  complete 
machine  shop  in  San  Antonio  for  the  common  carrier 
operation. 

Q.  You  were  able  to  take  on  the  S.  and  S.  operation 
right  along  with  the  facilities  that  were  necessary  and 
useful  in  your  common  carrier  operation?  A.  Just  about, 
with  very  few  exceptions.  Again,  none  of  that  has  been 
charged  to  the  assets. 

Q.  Does  Slick  Airways  have  any  other  divisions  than 
the  S.  and  S.?  A.  No. 

30690  Q.  Do  you  have  any  affiliated  companies?  A. 
No. 

Q.  Any  companies  in  which  Slick  Airways  owns  stock? 
A.  No. 

Q.  You  are  affiliated  with  a  corporation  known  as  Air 
Foods,  Incorporated,  aren’t  you?  A.  Yes. 
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Q.  What  does  it  have  to  do  with  air  transportation,  if 
anything?  A.  It  has  this  to  do  with  it.  As  you  know  or 
should  know,  being  in  the  air  freight  business,  the  one 
big  problem,  if  there  is  only  one,  is  the  development  of 
this  perishable  business.  I  think  also,  as  you  should 
know,  recently  there  was  an  institute,  the  California 
institute  of  something  or  other,  to  do  with  the  shipping 
of  fruits  and  vegetables,  which  was  what  we  had  been 
praying  for,  working  for  and  striving  for  for  months 
and  years.  It  was  set  up  to  do  a  job  to  stimulate  the 
airborne  movement  of  perishable  produce. 

The  certificated  airlines  killed  it.  Slick  Airways  showed 
its  willingness  and  said  how  much  money  it  would  put 
up.  Something  like  a  thousand  dollars.  The  certificated 
airlines  said,  “Well,  we  will  put  up  a  hundred”. 

Mr.  Lorch:  The  question  was,  wliat  is  Air  Foods,  Inc.? 

The  Witness :  That  is  what  I  am  getting  around  to  tell 
you,  why  it  was  organized. 

Mr.  Lorch:  It  takes  this  witness  longer  to  get  around 
to  what  something  is  than  any  one  I  have  listened  to  for 
a  long  time. 

30691  Examiner  Radcliffe:  Proceed  with  the  answer. 

The  Witness:  I  was  trying  to  get  at  the  rea¬ 
son  for  the  organization  of  Air  Foods,  Inc. 

By  Mr.  G ribbon: 

Q.  I  asked  you  what  it  is.  Isn’t  that  the  question?  A. 
Right. 

Q.  What  is  it?  A.  It  is  to  do  this  job  that  nobody 
else  has  seen  fit  to  do,  that  is,  to  develop  the  movement 
of  perishables  by  air.  It  is  financed — and  it  is  a  very 
small  company — by  Earl  Slick.  I  happen  to  be  a  director 
of  it  and  own  a  little  bit  of  stock  and  we  hope  to  try  on 
a  small  scale  to  do  what  this  institute  is  not  going  to  be 
able  to  do  because  it  can  not  get  the  support  it  needs 
from  people  who  should  be  giving  the  support. 
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Q.  Was  it  recently  organized?  A.  Last  month. 

Q.  Is  it  a  shipper  of  freight,  air  freight?  A.  It  has 
been  to  a  limited  amount  already  and  I  hope  will  be  to 
a  great  extent. 

Q.  Over  Slick  Airways?  A.  Not  necessarily,  no.  It  is 
a  shipper.  You  will  reap  the  benefits  from  our  develop¬ 
ment  as  you  have  in  the  past 

Q.  Where  has  it  shipped  to  date?  A.  It  has  shipped 
from  California  to  New  York  and  California  to  Chicago, 
I  think. 

Q.  Over  Slick  Airways?  A.  Yes. 

30692  Q.  Exclusively?  A.  The  one  or  two  shipments, 
yes. 

Q.  In  what  volume  has  it  shipped?  A.  About  two 
thousand  pounds  on  each  occasion. 

Q.  And  it  has  only  recently  been  organized?  A.  That 
is  right.  It  shows  you  what  can  be  done  if  someone  will 
get  in  and  try  it. 

Q.  Is  its  whole  business  to  ship  goods  by  air?  A.  Its 
whole  business  is  to  develop  the  movement  of  perishables 
by  air.  In  that  development  all  the  paper  studies  in  the 
world  have  been  made  but  the  only  way  you  move 
freight  is  to  ship  it.  We  are  going  to  show  them  it  can 
be  shipped  at  a  profit,  which  it  can  under  even  present 
rates. 

Q.  And  Air  Foods,  Inc.,  is  a  corporation  organized  to 
buy  goods  and  ship  them  and  then  sell  them?  A.  Or¬ 
ganized  to  make  money  and  develop  the  perishable  ship¬ 
ments. 

Q.  To  date  it  has  shipped  exclusively  over  Slick  Air¬ 
ways?  A.  Naturally. 

Q.  Are  you  familiar  with  the  corporation,  “Oven-fresh 
Foods”?  A.  It  has  nothing  to  do  with  Slick  Airways. 
I  am  familiar  with  it.  I  eat  their  barbecue  quite  often. 

Q.  Do  you  own  stock  in  it?  A.  No. 

Q.  Does  Mr.  Slick?  A.  I  don’t  know.  I  don’t  think 
he  does. 
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Q.  Is  it  a  shipper  over  Slick  Airways?  A.  It 

30693  has  shipped  over  Slick  Airways. 

Q.  A  shipper  of  some  consequence.  A.  Not 
too  great,  no. 

Q..  Who  is  the  president  of  that!  A.  I  don’t  even 
know  that. 

Q.  It  has  no  connection  with  Slick  Airways  or  any  offi¬ 
cer  or  director  of  Slick  Airways?  A.  None  whatever 
except  we  lease  the  space  on  our  airport  facilities.  It  is 
a  very  friendly  organization.  As  I  say,  I  have  lunch  with 
them  quite  often. 

Q.  You  don’t  know  who  its  officers  are?  A.  I  really 
don’t,  no. 

Q.  You  specifically  don’t  know  who  the  president  is? 
A.  No,  I  don’t. 

Q.  On  your  profit  and  loss  statement,  the  quarter  end¬ 
ing  September  30,  1948,  you  show  an  item,  “Other  reve¬ 
nue”.  What  does  that  consist  of?  A.  What  page  is  that? 

Q.  Page  48.  A.  I  know  one  thing  that  is  in  there  is 
COD  charges. 

Q.  What  about  that  item  “revenue  from  pick-up  and 
delivery”?  A.  That  is  just  what  it  says  it  is. 

Q.  Is  that  the  total  amount  of  money  that  you  have 
received  from  your  customers  for  pick-up  and  delivery 
service?  A.  Eight. 

Q.  Have  you  an  item  in  your  expense  for  pick-up  and 
delivery  expense?  A.  Certainly. 

30694  Q.  Where  is  it?  A.  Maybe  I  can  tell  you  in 
a  minute.  Drayage  service  is  included  in  this 

statement  as  of  September  30  under  freight  service. 

Q.  In  what  amount,  may  I  ask?  A.  Unfortunately,  I 
cannot  tell  you  what  it  is  for  the  quarter.  I  can  tell  you 
w-hat  it  was  for  the  month  of  September. 

Q.  What  was  it  for  the  month  of  September?  A. 
$16,395. 

Q.  You  don’t  have  the  quarterly  figure?  A.  No,  I 
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don’t.  I  think  you  can  be  pretty  safe  in  assuming  that 
is  an  average  month. 

Q.  That  would  indicate  that  you  spent  more  for  pick-up 
and  delivery  than  you  received  from  your  customers  for 
it.  A.  I  dare  say  we  have  broken  even  and  done  a  little 
better. 

Q.  Does  Slick  Airways  operate  its  own  pick-up  and 
delivery  service?  A.  In  some  places,  Yes. 

Q.  In  which  places  does  it  operate  them?  A.  In  San 
Antonio  it  does  and  in  Dallas  it  does  and  in  Houston  it 
does. 

Q.  It  owns  trucks,  does  it?  A.  It  leases  trucks. 

Q.  Does  it  provide  a  pick-up  and  delivery  service  only 
for  Slick  Airways?  A.  Yes. 

30695  Q.  You  don’t  serve  any  other  individual?  A. 
No. 

Q.  You  don’t  serve  any  airline  or  any  other  customer? 
A.  No. 

Q.  Where  are  the  expenses  of  that  division?  A.  Un¬ 
der  drayage  service.  The  figure  I  gave  you  of  $16,000 
would  include  that  for  the  month  of  September. 

Q.  In  addition  to  your  own  expenses  incurred  in  pro¬ 
viding  pick-up  and  delivery,  that  drayage  figure  would 
also  include  the  cost  of  securing  pick-up  service  at  other 
cities  such  as  New  York  where  you  don’t  have  your  own 
service?  A.  Right. 

Q.  So  that  $38,900  is  the  gross  revenue  in  this  quar¬ 
ter  from  pick-up  and  delivery?  A.  Yes. 

Q.  Could  you  supply  the  total  expense  of  pick-up  and 
delivery  for  the  quarter?  A.  I  think  I  may  be  able  to 
get  it  for  you  if  you  will  wait  a  minute. 

Mr.  Gribbon:  I  think  this  figure  is  important,  Mr. 
Examiner,  because  I  think  certainly  other  statistics  will 
be  presented  showing  revenue  less  pick-up  and  delivery. 

Mr.  Miller:  We  have  it  and  you  are  welcome  to  it. 

The  Witness:  I  take  it  back.  I  don’t  believe  I  have  it. 
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However,  as  I  say,  I  think  I  would  be  willing  to  let  you 
take  the  figure  16,000  and  multiply  it  by  three  and  you 
-would  have  it  for  the  quarter. 

By  Mr.  Gribbon: 

Q.  You  think  that  is  roughly  an  average?  A.  I  think 
so. 

30696  Q.  Has  Slick  Airways  ever  provided  pick-up 
and  delivery  service  for  anyone  other  than  itself? 

A.  You  mean  in  its  own  trucks? 

Q.  Or  in  trucks  that  it  contracted  for.  A.  I  don’t 
think  so. 

Q.  On  Page  47  you  have  a  liability  account,  “accounts 
payable — transportation,”  $409,000.  A.  Right. 

Q.  What  does  that  figure  consist  of?  A.  That  is  the 
normal  cost  of  doing  business  payable  as  of  the  time  of 
September  30,  1948.  The  transportation  merely  refers  to 
the  fact  that  it  is  a  common  carrier  account  that  is  pay¬ 
able,  for  the  common  carrier  operation.  It  is  not  pur¬ 
chased  transportation. 

Q.  This  is  the  total  accounts  payable  for  the  transpor¬ 
tation  division?  A.  That  is  right.  The  S.  S.  division  is 
just  below  it 

Q.  What  is  that  account,  “installments  on  capital 
stock”?  A.  That  is  money  paid  in  by  employees,  I 
think  solely  employees,  in  the  exercise  of  their  options 
to  purchase  Slick  Airways  stocks  which  were  issued  to 
them,  under  the  registration. 

Q.  Those  stock  certificates  haven’t  been  issued?  A. 
They  haven’t  been  issued  because  these  boys  are  paying 
it  in  month  to  month  and  so  on  and  they  are  going  to  be 
issued  in  one  piece  of  stock. 

Q.  You  have  outstanding  $1,297,000  in  four  percent 
convertible  income  debentures?  A.  That  is  as  of 

30697  September  30.  That  has  been  increased  by  $54,000 
since  then. 
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Q.  I  notice  in  the  exhibit  it  said  you  had  a  commitment 
for  $54,000.  That  is  to  be  increased  by  $54,000?  A.  That 
is  right. 

Q.  You  have  borrowed  $54,000  more?  A.  That  is 
right.  That  was  the  information  given  to  me  by  Mr. 
Langmore  just  before  I  left. 

Q.  Those  debentures  bear  no  interest  until  1950?  A. 
That  is  right. 

Q.  There  is  no  provision  for  coming  back  and  picking 
up  that  interest?  They  simply  are  non-interest  bearing 
until  1950?  A.  That  is  right. 

Q.  When  are  they  convertible?  A.  During  that  same 
period,  during  the  non-interest  bearing  period  of  1950. 

Q.  They  are  not  convertible  after  they  begin  to  bear 
interest?  A.  That  is  right. 

Q.  What  are  the  terms  of  conversion?  A.  Dollar  for 
dollar,  ten  dollars  worth  of  debentures  and  one  share  of 
Slick  Airways  common  stock. 

Q.  I  believe  you  have  stated  here  that  there  are  ap¬ 
proximately  forty  individuals?  The  debentures  have  all 
been  sold  to  a  group  of  approximately  forty  individuals? 
A.  That  is  right. 

Q.  I  wonder  if  Slick  Airways  would  be  willing  to  pro¬ 
vide  for  the  record  the  names  of  all  of  the  individuals 
who  own  these  income  debentures?  A.  Mr.  Grib- 
30698  bon,  I  would  give  my  left  arm  to  show  you  the 
list  of  those  people  but  obviously  we  would  have 
to  get  their  permission.  They  are  some  of  the  biggest 
and  most  well-known  people  in  this  country. 

Mr.  Gribbon:  Mr.  Examiner,  I  would  like  to  make  the 
request  as  a  matter  of  record  because  it  is  quite  impor¬ 
tant  to  the  actual  ownership  of  Slick  Airways  in  as  much 
as  these  debentures  are  convertible  into  stock  at  any 
time  apparently,  before  1950,  and  those  people  might  be 
the  owners  of  the  company  if  they  differed  substantially 
from  the  present  stockholders. 
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Mr.  Miller:  Mr.  Examiner,  we  object  to  furnishing  or 
being  required  to  furnish  that  information.  In  fact,  as 
it  was  indicated  by  Mr.  Moorman,  we  are  not  at  liberty, 
even  though  we  would  like  to  furnish  their  names,  to  do 
so.  We  do  not  have  permission  of  these  people  to  disclose 
their  names.  It  is  confidential.  It  is  not  required  under 
the  law.  The  law  requires  stockholders.  These  people  are 
not  stockholders.  They  have  no  control  in  the  management 
of  the  company.  Under  those  circumstances  we  can  not 
furnish  the  information. 

Examiner  Radcliffe:  However,  there  is  an  option  in 
the  holdings  which  would  permit  them  to  become  stock¬ 
holders  at  any  time  until  1950. 

Mr.  Miller:  If,  as  and  when  any  of  them  are  stock¬ 
holders  then  we  would  have  to  make  the  same  disclosure 
on  them  as  we  have  made  with  existing  stockholders.  All 
stockholders  holding  more  than  five  percent,  you  have  to 
make  statements  as  to  their  citizenship  and  so  on.  If  as 
and  when  any  of  these  people  become  stockholders,  we 
will  make  the  same  disclosure  as  to  them  that  we 
30699  have  as  to  our  present  stockholders. 

By  Mr.  Gribbon: 

Q.  Isn’t  it  a  fact  that  these  debentures  could  convert 
into  135,000  shares  of  common  stock!  Is  niv  arithmetic 
correct  on  that!  A.  That  is  approximately  correct,  yes. 

Mr.  Gribbon:  Mr.  Examiner,  I  would  just  like  to  stress 
the  importance  of  this  fact  because  any  day,  tomorrow 
or  a  week  from  now,  apparently,  135,000  shares  could  be 
in  the  hands  of  somebody  whom  the  Board  doesn’t  know. 

Mr.  Miller:  We  will  make  this  commitment,  Mr.  Ex¬ 
aminer:  If,  as  and  when  any  of  these  people  become 
stockholders  of  the  company,  that  fact  will  be  disclosed 
and  reported  to  the  Civil  Aeronautics  Board. 

Mr.  Lorch:  Mr.  Examiner,  I  'would  like  to  have  the 
record  show  that  we  join  in  the  request  that  this  list  of 
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individuals  who  have  been  so  described  as  they  are  in 
here  be  furnished  for  the  record.  I  think  counsel  for 
American’s  point  is  perfectly  valid.  You  are  dealing  with 
a  type  of  security  that  is  convertible  and  I  think  it  is 
information  that  is  material  and  should  be  of  record. 
Moreover,  in  connection  with  this  general  subject,  one 
possibility  which  Slick  is  offering  here  in  support  of 
ability  to  finance  is  that  of  selling  more  debentures  or 
more  securities  to  this  same  group  of  debenture  holders. 
We  don’t  know,  of  course,  who  they  are  from  this.  We 
don’t  know  whether  they  are  prominent  or  whether  they 
are  successful  or  anything  about  them. 

Mr.  Miller:  Mr.  Examiner — 

30700  Examiner  Radcliffe:  Mr.  Miller. 

Mr.  Miller:  I  would  like  to  furnish  this  infor¬ 
mation.  We  are  not  at  liberty  to  do  it.  These  investors 
in  the  company  have  not  given  us  permission  to  furnish 
the  information.  The  fact  of  the  matter  is,  we  asked  for 
the  permission.  There  is  no  desire  on  the  part  of  Slick 
Airways  to  withhold  any  of  this  information.  It  is  being 
withheld  only  because  it  is  considered  confidential  by  the 
investors  themselves.  I  think  it  will  satisfy  the  purposes 
of  this  case  and  the  purposes  of  Mr.  Gribbon  if  we  agree 
to  furnish  in  this  record,  not  only  reporting  to  the  Board 
but  to  furnish  in  this  record,  as  long  as  the  record  is 
open,  the  names  of  any  debenture  holders  who  become 
stockholders  to  any  extent  and  that  we  are  perfectly 
willing  to  do. 

Mr.  Gribbon:  That  does  not  satisfy  the  request  at  all 
because  as  long  as  these  debentures  are  outstanding  and 
convertible,  Slick  Airways,  Inc.,  is  acting  for  an  undis¬ 
closed  principal  here.  Nobody  knows  who  the  holders  of 
these  135,000  shares  is.  They  can  become  stockholders 
tomorrow. 

Examiner  Radcliffe:  I  will  not  direct  the  information 
to  be  furnished.  Insofar  as  control  is  concerned,  it  is  in 
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the  stockholders.  While  they  may  have  some  debenture 
holders  who  are  potential  stockholders,  still  in  most  any 
given  corporate  set-up  where  there  is  stock  control  a 
change  might  come  any  day.  We  are  here  concerned  with 
stock  control  and  I  suggest  that  the  offer  made  by  Mr. 
Miller  be  accepted  as  a  stipulation  so  that  should  the 
stock  option  be  exercised,  the  Board  would  be  advised. 

Mr.  Gribbon :  Mr.  Examiner,  may  1  suggest  that 
30701  the  Board  here  is  concerned  with  the  fitness,  will¬ 
ingness  and  ability  of  this  applicant,  Slick  Air¬ 
ways,  today  and  it  doesn’t  know  who  the  stockholders 
might  be.  The  Board  has  no  control  over  the  exercise  of 
these  options. 

Examiner  Radcliffe:  We  are  concerned  with  who  the 
stockholders  are. 

Mr.  Gribbon:  If  there  were  options  out  to  purchase 
stock  you  would  be  equally  concerned  with  who  held  those 
options.  If  there  were  warrants  out,  you  would  because 
those  people  have  it  within  their  power  to  become  holders 
of  the  certificates,  just  as  these  debenture  holders  have 
it  within  their  power  to  become  the  owners  of  Slick  Air¬ 
ways. 

Mr.  Miller:  I  would  like  to  make  this  additional  state¬ 
ment.  Earl  Slick  and  his  mother  own  more  of  these 
debentures  than  any  other  person  so  there  is  not  likely 
to  be  any  change  of  control  even  if  the  holders  of  these 
debentures  exercised  their  options. 

Examiner  Radcliffe:  At  least  they  would  have  it  in 
their  power  to  off-set  any  other  options  that  were  exer¬ 
cised. 

Mr.  Zapple:  Would  it  be  possible  then  to  disclose  the 
amount  owned  by  Mr.  Slick  and  his  mother? 

Mr.  Miller:  Yes,  Mr.  Examiner. 

Examiner  Radcliffe:  Will  you  make  that  statement? 

Mr.  Miller:  $280,000. 

Examiner  Radcliffe:  Thank  you.  You  may  proceed, 
Mr.  Gribbon. 
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Mr.  Gribbon :  I  wouldn't  want  it  to  be  inferred  from  that 
that  that  is  satisfactory  to  the  response. 

Examiner  Radcliffe:  No,  I  previously  indicated 

30702  that  I  would  not  direct  the  information  you  re- 
quested. 

Mr.  Lorch:  When  you  speak  of  ownership,  is  that  out¬ 
right  ownership  you  are  talking  about  or  is  that  as 
trustee! 

Mr.  Miller:  Outright  ownership. 

Examiner  Radcliffe:  So  that  the  record  will  be  clear 
on  the  point,  I  then  gather  that  you  are  not  interested  in 
having  a  statement  submitted  to  the  Board  should  any  of 
those  options  be  exercised? 

Mr.  Gribbon:  We  are  interested  in  a  full  disclosure  at 
any  time,  preferably  right  now,  of  who  the  debenture 
holders  are  of  Slick  Airways. 

Examiner  Radcliffe:  They  have  indicated  they  can  not 
give  that  and  I  have  said  I  will  not  direct  it.  Is  it  then 
agreed  that  Slick  will  furnish  at  any  time  during  the 
pendency  of  this  proceeding  a  statement  of  any  of  the 
convertible  income  debentures  which  are  converted  to 
stock  and  file  a  statement  with  the  Board  and  can  that  be 
added  as  a  part  of  the  present  stipulation?  Is  there  ob¬ 
jection? 

Mr.  Lorch:  We  want  the  complete  list  of  the  debenture 
holders  and  I  don’t  believe  that  it  should  be  left  to  come 
in  later. 

Examiner  Radcliffe:  Do  you  have  objection  to  the  spe¬ 
cific  proposition  I  just  stated? 

Mr.  Lorch:  Yes,  I  think  I  do. 

Examiner  Radcliffe :  Then  it  is  not  a  part  of  the  record. 
Will  you  proceed,  Mr.  Gribbon? 

By  Mr.  Gribbon: 

Q.  Has  Slick  Airways  made  any  application  to 

30703  the  Mexican  Government  to  serve  Mexico?  A.  No. 

Q.  Have  you  had  any  conversations  with  the 
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Mexican  officials  with  a  view  to  serving  Mexico?  A.  We 
have  had  so  many  conversations  with  individuals  trying 
to  do  that  that  it  is  pitiful  because  we  have  been  interested 
in  some  type  of  service  out  of  Mexico  to  San  Antonio. 
American  is  not  able  to  give  it  to  us. 

Q.  You  are  interested  in  a  service  to  Mexico  City?  A. 
By  somebody.  We  have  done  nothing  as  Slick  Airways. 

Q.  You  have  made  no  application?  A.  No,  we  have 
talked  to  a  lot  of  people  who  have  been  trying  to  get 
authority  to  fly  into  San  Antonio. 

Q.  Are  all  of  the  expenses  of  Slick  Airways’  common 
carrier  service  reflected  on  SA-48  for  the  quarter  ending 
September  30,  1948?  A.  I  am  sure  they  are. 

Q.  On  which  of  these  items  were  allocations  necessary 
to  determine  the  portion  of  total  expense  attributable  to 
common  carrier  operations  as  contrasted  to  the  S.  and  S. 
division?  A.  As  I  have  said  before,  no  allocation  except 
as  to  direct  labor  and  during  the  quarter  ending  Septem¬ 
ber  30  there  may  have  been  some  direct  common  carrier 
maintenance  labor  applied  directly  to  an  aircraft  being 
worked  on  for  a  third  party.  If  so — and  that  is  the  only 
instance — that  direct  amount  of  man-hours  has  been 
charged  as  an  expense  of  the  S.  S.  division  rather  than 
as  an  expense  of  common  carrier.  It  is  a  very,  very  minor 
amount  but  that  is  the  one  instance  and  that  is  no  longer 
being  done  or  at  least  it  is  not  being  done  at  the 
30704  present  time  because  we  do  not  have  that  type  of 
contract.  That  was  done  only  when,  let  us  assume 
for  example,  we  had  one  airplane  brought  to  us  to  be 
licensed  and  modified.  We  found  that  in  a  month’s  time  we 
could  do  one  airplane  for  another  party  using  the  un¬ 
utilized  man-hour  time  of  our  own  maintenance  people. 

Q.  Are  many  of  the  men  whose  salaries  are  included  in 
your  account,  “Flight  equipment-maintenance-direct”  also 
employed  in  performing  one  of  your  S.  and  S.  contracts? 
A.  No. 
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Q.  They  are  entirely  separate  personnel!  A.  Aside 
from  the  example  I  just  gave  you. 

Q.  Aside  from  that  it  is  entirely  separate  personnel! 
A.  None  of  their  salaries  are  allocated.  They  may  lend 
a  hand  here  and  there  but  it  is  not  allocated  to  S.  and 
S.  expense. 

Q.  None  of  these  men  draw  a  salary  from  the  S.  and 
S.  division  and  one  from  the  common  carrier,  do  they! 
A.  No. 

Q.  Is  the  same  thing  true  of  all  personnel  whose  ex¬ 
penses  are  reflected  in  the  profit  and  loss  statement!  A. 
That  is  right. 

Q.  That  is  true?  A.  Yes. 

Q.  Do  all  of  the  officers  of  Slick  Airways  receive  com¬ 
pensation  from  the  company!  A.  No,  they  don’t. 

Q.  Which  ones  do  not  ?  A.  Mr.  Slick  and  myself. 
30705  Q.  And  you  and  Mr.  Slick  have  not  received  com¬ 
pensation  at  any  time  covered  by  your  exhibits! 
A.  I  have,  actually.  I  have  received  a  salary  for  a  while. 
I  think  it  would  be  a  full  answer  to  your  question  to  say 
that  I  have  made  a  little  tabulation.  If  Mr.  Earl  Slick 
and  myself  had  received  a  salary  in  the  third  quarter  of 
1948,  the  salary  to  Earl  Slick  of  fifteen  thousand  and  one 
to  me  of  ten  plus  ten  thousand  dollars  of  expenses,  a 
total  of  thirty-five  thousand,  it  would  have  amounted  to 
one  tenth  of  one  cent  per  ton-mile  in  cost. 

Q.  To  answer  my  question,  during  the  period  March 
31,  the  quarter  ending  March  31,  1947,  to  date,  have  you 
received  any  salary!  A.  I  don’t  recall  exactly  when  I 
had  a  salary  and  when  I  no  longer  had  it.  I  have  had  no 
salary  during  1948,  I  know. 

Q.  How  about  1947!  A.  I  think  I  drew  a  salary  for 
some  period  in  1947.  When  it  ended  I  am  not  sure. 

Q.  What  was  it,  ten  thousand  a  year!  A.  No,  it  was 
about  $850  a  month. 

Q.  Mr.  Slick  has  not  received  a  salary  at  any  time  dur¬ 
ing  this  period!  A.  No. 
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Q.  Have  your  expenses  been  borne  by  you  personally 
or  by  Slick  Airways?  A.  By  Slick  Airways,  for  the  most 
part. 

Q.  And  Mr.  Slick’s  expenses?  A.  I  am  not  qualified  to 
tell  you.  I  know  that  a  lot  of  his  expenses  have  been 
borne  by  himself  personally.  That  is  why  I  threw 

30706  in  this  figure  and  the  comparison. 

Q.  What  were  those  figures  you  used?  They 
come  to  thirty-five  thousand  dollars  a  month,  don’t  they? 
A.  Thirty-five  thousand  dollars  a  year. 

Q.  Thirty-five  thousand  dollars  a  year?  A.  That  is 
right,  fifteen  thousand  dollars  salary  a  year  for  the  presi¬ 
dent,  ten  thousand  dollars  for  the  executive  vice  presi¬ 
dent.  In  the  freight  business,  that  is  a  pretty  good  salary. 
Twenty-five  thousand  dollars  total,  with  expenses  each  of 
ten  thousand  dollars.  That  is  thirty-five  thousand  dollars 
a  year. 

Q.  It  would  have  increased  your  deficit  by  that  amount. 
A.  It  would  have  increased  our  expenses  by  that  amount. 

Q.  And  your  deficit  too,  becaue  you  have  run  a  deficit. 
A.  If  we  have  a  deficit,  yes.  I  am  not  at  all  sure  we  will 
have  a  deficit  for  the  year  1948.  In  fact,  I  am  quite  sure 
we  won’t. 

iQ.  Are  all  of  the  other  officers  paid  by  Slick  Airways? 
A.  That  is  right. 

|Q.  Are  any  employees  paid  in  stock?  A.  No. 
i  Q.  None  whatsoever?  A.  None  whatsoever. 

Q.  And  at  any  time  during  this  period  covered  by  your 
exhibits,  the  year  1947  and  1948,  were  any  employees 
paid  in  stock?  A.  They  have  never  been  paid  in  stock. 

Q.  Do  any  officers  of  Slick  Airways  receive  corn- 

30707  pensation  from  any  of  the  officers  personally  as 
distinguished  from  Slick  Airways,  Inc.?  A.  No. 

Q.  Do  you  know  that,  that  none  of  them  received  com¬ 
pensation  from  any  other  officer?  A.  Maybe  they  are 
slipping  each  other  a  little  something  on  the  side,  I  don’t 
know  about  that. 
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Q.  You  have  not  done  that,  have  you?  A.  I  have  not 
and  I  have  not  received  any  gratuitous  amount  from  any¬ 
body. 

Q.  Is  a  Mr.  W.  F.  Rogers  employed  by  you?  A.  No, 
he  is  not. 

Q.  He  was  at  one  time,  was  he  not?  A.  He  was. 

Q.  What  was  his  position?  A.  He  had  two  different 
positions  during  his  employ.  He  was  assistant  to  the 
president,  I  think,  at  one  time  and  then  I  believe  he  was 
vice  president  in  charge  of  sales  and  traffic. 

Q.  For  how  long  was  he  vice  president  in  charge  of 
sales  and  traffic?  A.  I  don’t  know,  Mr.  Gribbon,  exactly. 

Q.  When  did  his  employ  terminate? 

Mr.  Miller:  I  don’t  see  that  it  makes  a  great  deal  of 
difference. 

The  Witness:  I  don’t  see  that  it  makes  any  difference 
but  I  think  in  the  latter  part  of  1947.  I  am  not  sure  of 
that.  I  am  estimating.  I  have  got  a  correction  here  that 
it  was  probably  nearer  April  of  1948. 

30708  By  Mr.  Gribbon: 

Q.  Do  you  know  whether  any  part  of  his  salary 
was  paid  by  any  officer  or  director  of  Slick  Airways?  A. 
No,  I  don’t. 

Q.  Do  you  know  that  it  was  not  paid  by  any  officer  or 
director  of  Slick  Airways?  A.  I  can’t  answer  that.  I 
don’t  know.  To  my  knowledge  it  wasn’t. 

Q.  Is  Slick  a  member  of  the  Independent  Air  Freight 
Association?  A.  Yes. 

Q.  Is  that  organization  currently  functioning?  A.  Yes. 

Q.  Does  Slick  Airways  make  contributions?  A.  Yes. 

Q.  And  are  those  contributions  to  the  Independent  Air 
Freight  Association  reflected  in  your  profit  and  loss  state¬ 
ment?  A.  I  know  they  are. 

Q.  In  which  account  would  that  be?  A.  Under  general 
and  administrative. 
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Q.  Do  you  personally  contribute  to  the  support  of  the 
Independent  Air  Freight  Association?  A.  Out  of  my 
personal  little  pocket? 

Q.  Yes.  A.  No. 

Q.  Do  you  know  if  any  officer  or  director  of  Slick  Air¬ 
ways  personally  contributes  to  the  Independent  Air 
Freight  Association?  A.  I  know  they  don’t. 

30709  Q.  You  know  that  they  do  not?  A.  To  the  best 
of  my  knowledge. 

Q.  Do  you  know'  that  they  do  not?  A.  Well,  I  don’t 
know.  Mr.  Slick  or  Mr.  Langmore  or  anybody  could  walk 
in  and  lay  down  money  on  the  desk  of  the  Air  Freight 
Association  and  I  wouldn’t  know’  about  it.  To  my  knowl¬ 
edge,  that  is  the  best  answer  I  can  give. 

Q.  You  speak  of  your  financing  plans  at  Section  C,  I 
think  it  is,  of  these  exhibits?  A.  Yes,  sir. 

Q.  In  w’hat  amount  do  you  contemplate  you  will  require 
financing?  A.  We  are  in  the  process,  as  of  the  moment, 
Mr.  Gribbon,  of  drawing  up  a  cost  study  and  capital  re¬ 
quirements  based  now  upon  the  Examiner’s  recommenda¬ 
tion  for  our  certificate. 

Q.  What  are  your  capital  requirements?  A.  I  am  just 
telling  you  we  are  in  the  process  of  drawing  that  up. 
Now  all  I  can  give  you  is  my  own  personal  opinion  in  the 
way  of  an  estimate.  I  wrould  say  that  we  will  require 
three  to  five  million  dollars. 

Q.  Three  to  five  million  dollars?  A.  I  realize  that  is 
quite  a  spread  and  it  is  an  estimate.  We  don’t  know  yet. 

Q.  Is  that  principally  for  financing  the  purchase  of  the 
aircraft?  A.  It  is  the  purchase  of  aircraft,  working  capi¬ 
tal  and  covering  the  actual  increased  expenses  of  perform¬ 
ing  the  service  under  the  Examiner’s  report. 

30710  Q.  Do  you  propose  to  raise  this  by  common 
stock?  A.  I  think  we  have  set  out  here  three 

possible  methods  and  there  again  w’hat  method  will  be 
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used  will  be  decided  at  the  time.  I  couldn’t  tell  you  now 
how  it  will  be  raised. 

Q.  Have  you  made  efforts  to  date  to  secure  financing 
on  that  scale?  A.  No. 

Q.  Have  you  made  efforts  to  date  to  secure  financing 
other  than  the  sale  of  your  income  debentures?  A.  No. 

Q.  You  have  not  sought  other  financing?  A.  Except 
for  bank  loans. 

Q.  You  have  not  sought  any  help  in  putting  out  a  stock 
issue  or  in  raising  money  through  income  debentures 
other  than  those  that  you  have  put  down  here?  A.  I 
don’t  quite  understand  you.  What  we  have  done  is,  we 
have  raised  money  through  the  sale  by  the  company  with 
no  underwriter  or  anyone  of  the  income  debentures. 

Q.  The  company  itself  has  sold  these  income  deben¬ 
tures?  A.  Absolutely.  The  officers  themselves  have  sold 
them  to  the  individuals. 

Q.  Have  you  attempted  to  secure  the  assistance  of  in¬ 
vestment  bankers  to  get  any  kind  of  public  financing? 
A.  We  have  talked  to  them  about  the  future  plans.  In 
the  past,  no. 

Q.  You  have  talked  to  them  in  the  past,  but  you  haven’t 
talked  to  them  about  requirements  except  for  the  future? 
A.  That  is  right. 

Q.  In  other  words,  you  have  not  been  turned 
30711  down  on  a  request  for  public  financing  to  date? 

A.  No,  sir. 

Q.  Have  you  purchased  any  aircraft  other  than  the 
C-46’s  that  you  operate?  A.  No,  sir. 

Q.  Have  you  invested  in  any  research  on  other  air¬ 
craft?  A.  Have  we  invested  in  it,  money-wise? 

Q.  Have  you  spent  any  money  in  it?  A.  We  have  spent 
lots  of  time,  but  no  money.  You  find  manufacturers  are 
willing  to  spend  the  money  when  they  find  somebody  like 
ourselves  who  are  really  interested  in  freight  airplanes. 

Q.  Have  you  made  any  firm  commitments  on  freight 
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airplanes?  A.  Unfortunately,  Mr.  Gribbon,  we  are  in  no 
position  to  make  a  firm  commitment  on  anything. 

Q.  You  would  propose  to  operate  with  C-46’s,  if  cer¬ 
tificated,  is  that  correct?  A.  Not  necessarily.  When  cer¬ 
tificated,  and  a  few  other  little  items  are  cleared  up,  and 
we  would  be  in  a  position  to  make  a  commitment,  I  dare 
say  we  would  be  the  first  to  do  it. 

Q.  But  you  have  made  no  commitment?  A.  No. 

Q.  You  have  spent  no  money  in  developing  aircraft?  A. 
We  have  furnished  personnel  and  our  own  engineering 
brains  and  ideas  and  experience,  but  no  money. 

Q.  This  bank  loan  that  you  have  made  during  the  last 
quarter  of  1948,  is  that  in  connection  with  your  common 
carrier  operations  or  your  contract  operations? 
30712  A.  No,  that  is  a  credit  of  three  hundred  thousand 
dollars  solely  for  the  purposes  of  carrying  out  the 
Army  contract. 

Q.  A  credit  of  $300,000?  A.  That  is  right. 

Q.  I  am  looking  at  this  item  “Notes  Payable  to  Bank, 
$180,000.”  A.  That  is  a  part  of  the  $300,000.  It  is  a 
running  credit.  We  draw  down  as  we  need  it.  As  of 
September  30,  1948,  we  have  drawn  down  three  notes  for 
$60,000  apiece. 

Q.  And  that  is  attributable  entirely  to  your  Service  and 
Supply  Division?  A.  That  is  right.  The  loan  was  made 
on  that  basis.  It  is  being  used  for  that  purpose. 

Q.  Is  that  now  $300,000?  A.  I  do  not  know  what  it  is 
now.  It  varies  every  three  or  four  days. 

Q.  That  is  the  top  limit  on  the  credit,  is  that  it?  A. 
That  is  the  top  limit  that  we  can  have  outstanding  at  one 
time.  However,  through  the  period  we  may  borrow  and 
add  up  the  notes  and  it  may  amount  to  a  million  dollars. 

Q.  What  is  the  collateral  for  that  loan?  A.  The  re¬ 
ceivables  under  the  contract. 

Q.  They  have  been  assigned  to  the  lending  institution? 
A.  They  are  actually  paid  in  escrow  to  the  banker  -who 
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has  made  the  loan  and  as  money  is  paid  in  our  outstanding 
notes  are  decreased  and  we  go  back  for  more  if  necessary. 
There  is  no  other  security  except  receivables  under  the 
contract. 

Mr.  Gribbon:  I  had  a  request  to  make  that  [ 
30713  would  like  to  make  of  record.  That  was,  as  di¬ 
rected  in  the  Board’s  order  reopening  this  hear¬ 
ing,  a  balance  sheet  showing  the  assets  and  liabilities  of 
the  transportation  operations  only.  As  I  understand  this 
balance  sheet,  it  is  S.  S.  and  transportation  together.  As 
I  read  the  Board’s  order,  it  calls  for  a  balance  sheet  de¬ 
voted  to  the  transportation  operations. 

Mr.  Miller:  Mr.  Examiner,  we  believe  we  have  complied 
with  the  Board’s  order.  We  have  furnished  a  balance 
sheet  and  a  profit  and  loss  statement  and  they  each  desig¬ 
nate  wiiere  any  item  is  related  to  the  Service  and  Supply 
Division.  In  profit  and  loss,  you  have  a  separation  of  the 
S.  and  S.  revenue,  the  S.  and  S.  expenses,  the  S.  and  S. 
net.  In  the  balance  sheet,  wherever  an  asset  is  attributa¬ 
ble  to  the  S.  and  S.  operation  it  has  been  so  noted. 

Mr.  Gribbon :  That  is  not  exactly  true,  as  we  found  out. 
Construction  work  in  progress,  for  one,  is  split.  We  come 
dowm  to  liabilities  and  notes  payable  to  bank.  There  is 
no  indication  to  which  division  that  is  attributable.  Maybe 
those  are  small  things,  I  don’t  knowr,  but  looking  at  this 
you  cannot  determine  what  the  balance  sheet  is  of  the 
transportation  division.  I  think  that  was  the  purpose  of 
the  Board’s  order. 

Examiner  Radcliffe:  The  purpose  of  the  order  is  stated 
to  require  a  clear  segregation.  I  don’t  think  it  necessarily 
means  that  they  must  have  them  on  separate  balance 
sheets. 

Mr.  Gribbon:  I  think  that  is  the  clearest  way  to  show 
a  clear  segregation. 

Examiner  Radcliffe:  It  might  be  the  clearest.  It  is  a 
relative  thing. 


2866 


Excerpts  from  Testimony  of  L .  J .  Moorman 

30714  Mr.  Gribbon:  I  would  like  to  request  a  clear 
segregation. 

Mr.  Miller:  We  do  not  believe  that  a  separate  balance 
sheet  for  the  S.  and  S.  is  called  for.  We  believe  we  have 
complied  with  the  Board’s  order  clearly  segregating  out 
S.  and  S.  Division,  plus  the  testimony  by  Mr.  Moorman, 
both  as  to  balance  sheet  and  as  to  profit  and  loss  state¬ 
ment. 

Mr.  Zapple:  Mr.  Examiner,  perhaps  we  could  clear  it 
up  by  asking  the  witness  whether  or  not  there  are  any 
other  items  attributable  to  transportation  operations  from 
items  attributable  to  non-transportation  operations  which 
have  not  been  distinguished  during  the  cross  examina¬ 
tion  by  Mr.  Gribbon.  If  not,  he  should  do  so  now. 

Mr.  Gribbon:  Mr.  Examiner,  I  should  think  that  the 
simpler  w^av  to  do  that  would  be  to  take  each  one  of  these 
balance  sheets  and  present  them  on  a  basis  that  would 
clearly  segregate  the  assets  and  liabilities  attributable 
to  the  transportation  division.  This  other  way  would  in¬ 
volve  going  over  each  balance  sheet  from  March  31,  1948 
to  date,  item  by  item,  with  a  lot  of  computations  on  the 
side  and  w’e  would  run  into  the  same  thing  as  wre  ran  into 
today,  that  they  didn’t  quite  know,  which  is  understand¬ 
able,  what  the  composition  of  these  items  was. 

Mr.  Miller:  Mr.  Examiner,  I  think  it  must  be  borne 
in  mind  that  the  S.  and  S.  Division  is  not  a  subsidiary  cor¬ 
poration  or  anything  of  that  sort.  We  have  only  one 
corporation.  We  have  only  one  corporate  balance  sheet. 
The  S.  and  S.  Division  has  been  operated  as  Mr.  Moor¬ 
man  has  testified  to,  and  I  believe  we  have  identified, 
either  in  our  balance  sheet  or  by  the  testimony  of  Mr. 
i  Moorman,  all  of  the  S.  and  S.  items. 

30715  Examiner  Radcliffe:  1  think  perhaps  that  is 
true  with  respect  to  the  ones  relating  to  Septem¬ 
ber,  1948,  but  we  have  not,  in  Mr.  Gribbon’s  cross  exam¬ 
ination,  gone  back  to  the  other  ones. 
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Mr.  Miller:  The  amounts  might  vary  but  the  items 
would  be  the  same. 

Examiner  Radcliffe:  Still  the  Board’s  order  calls  for 
a  clear  segregation.  I  think  the  request  is  proper  to  the 
extent  that  we  would  like  to  have  at  least  those  which 
Mr.  Gribbon  has  not  covered  reviewed  so  that  those  points 
can  be  made  clear. 

Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Radcliffe:  On  the  record. 

As  a  result  of  the  off-the-record  discussion,  it  is  re¬ 
quested  that  to  the  extent  possible  the  parties  try  to  work 
out  some  arrangement  before  we  reconvene  for  tomor¬ 
row’s  session  so  that  additional  clarification  of  specific 
items  can  be  made  and,  of  course,  even  after  such  cor¬ 
rections  as  may  be  made  by  direct  testimony,  the  sheets 
will  be  open  to  cross  examination  by  all  parties. 

Mr.  Lorch,  do  you  have  some  statement  to  make? 

Mr.  Lorch:  Yes,  in  connection  with  the  request  for  a 
stipulation  as  to  supplying  information  regarding  the 
debentures  and  the  possible  taking  up  of  debentures  by 
holders  who  would  thereupon  become  stockholders,  I  said 
that  I  had  an  objection  to  making  such  a  stipulation.  1 
withdraw  that  objection  with  the  understanding  that  it 
doesn’t  comply  with  our  request  for  the  entire  list,  but 
I  feel  that  I  don’t  want  to  stand  in  the  way  of 
30716  factual  information  coming  into  the  record  if  that 
contingency  should  occur. 

If  the  counsel  are  agreeable,  it  is  satisfactory  to  me. 

Examiner  Radcliffe:  Very  well. 

Mr.  Meyers:  Mr.  Examiner,  I  will  object  to  that  on  the 
ground  that  these  open  stipulations  always  arise  to  plague 
us.  It  is  immaterial  to  us  and  immaterial  to  anybody 
else  in  this  proceeding.  When  anybody  takes  up  this  stock 
of  Slick  the  regular  reports  to  the  CAB  will  show  it  and 
there  is  no  sense  to  our  taking  it  up  now. 
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Mr.  Stimson:  I  think  this  remark  could  be  made,  that 
the  burden  of  proof  rests  with  the  applicants  as  to  their 
fitness,  and  ability.  The  intervenors  are  entitled  to  make 
as  much  as  they  want  to  of  our  failure  to  complete  the 
record  in  certain  respects,  but  it  seems  to  me  that  that 
gets  into  the  realm  of  argument  and  if  for  any  reason 
we  cannot  furnish  information  of  that  kind,  we  should 
not  lose  our  case  because  wTe  don’t. 

Examiner  Radcliffe:  It  is  already  on  the  record  that 
Slick  has  stated  it  was  unble  to  furnish  that  information 
and  would  not  voluntarily  and  I  have  indicated  that  I 
would  not  direct  the  disclosure  of  all  holders  of  those 
debentures.  The  other  suggestion  was  the  stipulation. 

We  now  have  objection  to  it  so  we  have  no  stipulation 
in  that  respect 

•  •  •  •  • 

30720 

•  •  •  •  • 


L.  J.  Moorman 

resumed  the  stand  as  a  witness  for  and  on  behalf  of  Slick 
Airways,  Inc.,  and  having  been  previously  duly  sworn, 
was  examined  and  testified  further  as  follows: 

The  Witness:  In  checking  with  our  accounting  depart¬ 
ment,  we  found  the  following: 

First,  taking  our  balance  sheet,  page  SA-47  of 
30721  September  and  working  back.  On  the  September 
30th  balance  sheet,  under  “Other  Current  and  Ac¬ 
crued  Assets”  there  is  an  amount,  $63,655.59  that  is  an 
S.  S.,  other  current  or  accrued  assets.  Under  “Property 
and  Equipment,  Construction  Work  in  Progress” — and 
this  is  one  I  mentioned  yesterday — there  is  the  amount 
$8, 169.33  which  is  an  S.  S.  item. 

Under  “Other  Current  and  Accrued  Liabilities”,  under 
the  heading  “Current  Liabilities”  is  an  amount  $620.81. 

On  the  balance  sheet  of  June  30,  1948,  SA-45,  there  is 
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an  S.  S.  amount  under  “Other  Assets  and  Deferred 

Charges”  under  the  heading  “Miscellaneous”  of  $6,548.06. 

Turning  to  the  March  31st  balance  sheet,  SA-43,  there 
is  an  S.  S.  item  under  “Other  Assets  and  Deferred 

Charges”,  again  included  under  “Miscellaneous”  of 
$1,909.98.  That  is  all. 

Mr.  Miller:  Mr.  Moorman,  with  those  corrections  and 
additions,  do  your  balance  sheet  exhibits  in  this  case  for 
the  months  indicated  reflect  all  of  the  items  on  the  records 
of  the  company  attributable  to  the  Service  and  Supply 
Division  of  your  company? 

The  Witness:  They  do. 

•  •  •  •  • 

30724 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Moye: 

Q.  Mr.  Moorman,  I  believe  Mr.  Lobdell  left  to  you  the 

rationalization  of  the  decline  in  your  out-of-Texas  load 

factors?  A.  As  1  recall  your  question,  Mr.  Moye,  it  was 

an  observation  that  through  the  four  months  reported  in 

these  exhibits  in  the  traffic  flow  chart  there  was  a  steadv 

* 

decline  in  the  freight  movement  out  of  Texas.  Is  that 
correct? 

Q.  That  is  right,  yes.  A.  You  will  find  your  assump¬ 
tion  is  incorrect  in  my  opinion,  in  that  for  the  months  of 
October,  1947,  March,  1948,  and  July,  1948,  there  was  very 
little  difference  which  I  would  attribute  to  just 

30725  normal  fluctuation  of  traffic.  However,  you  will 
note  that  there  is  a  decided  difference  between 

July,  1948,  and  September,  1948,  which  is  very,  very 
easily  explainable  and  I  would  place  the  blame  for  that 
where  it  belongs,  on  you,  the  certificated  airlines 

Mr.  Lawler:  I  move  to  strike  that. 
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The  Witness:  If  you  pursue  the  breakdown  in  those 
charts,  you  will  note  that  the  total  tonnage  moved  out  of 
Texas  in  July,  1948,  was  67.66  tons.  In  September,  1948, 
it  was  46.48  tons.  You  will  also  note,  if  you  look  at  the 
column  carrying  the  vegetable  movement,  that  in  July 
there  were  22.37  tons  of  vegetables  moved.  In  September 
there  were  9.6  tons  of  vegetables  and  fruits.  That  again 
is  happenstance  that  in  September  very  few  vegetables 
moved.  That  is  a  difference  in  movement  of  vegetables 
of  13.7  tons.  You  will  also  note  that  in  July  of  1948  there 
were  13.03  tons  of  rugs  which  moved.  In  September  of 
1948,  there  were  .05  tons  of  rugs  that  moved,  a  difference 
of  12.98  a  total  difference  of  24  tons,  which  more  than 
accounts  for  the  difference.  The  rugs  moved  in  July  by- 
shippers  who  had  been  shipping  rugs  on  a  deferred  or 
commodity  rate  which  was  refused  by  the  Board  pursuant 
to  the  objection  of  the  certificated  airlines.  It  is  a  perfect 
example  of  the  need  of  commodity  rates,  which  is  the  only 
answer  to  the  backhaul  which  the  certificated  airlines  have 
almost  consistently  objected  to. 

May  I  add  one  thing  to  my  answer,  Mr.  Moye,  which  if 
I  don’t  you  may  catch  me  up  on. 

In  July  of  1948,  as  you  will  recall,  the  first  of 
30726  July  was  the  effective  date  of  the  Board’s  minimum 
rate  order  which  provided  for  no  commodity  rates. 
The  rug  shippers  out  of  Texas,  specifically  rugs,  because 
it  was  a  commodity  rate  for  which  we  had  applied,  kept 
on  shipping  during  July  in  the  hope  that  they  could  con¬ 
tinue  to  use  air  freight  past  that  period.  When  the  com¬ 
modity  rates  were  approved  on,  I  think,  August  1st,  the 
shipments  ceased  because  of  no  rate. 

By  Mr.  Moye: 

Q.  You  mentioned  both  rugs  and  vegetables.  Do  you 
seriously  believe  that  the  decline  in  vegetables  had  any¬ 
thing  to  do  with  it  since  you  showed  only  one  substantial 
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shipment  of  vegetables  during  the  entire  four  months, 
and  that  was  a  sporadic  shipment  in  July.  A.  I  think  i 
told  you  that  as  you  know  we  received  and  had  in  Septem¬ 
ber  of  1948  a  vegetable  commodity  rate.  I  think  I  said 
that  it  was  happenstance  no  vegetables  moved  in  that 
month. 

Q.  I  also  asked  Mr.  Lobdell  about  whether  you  oper¬ 
ated  any  charter  flights  and  he  answered  in  the  negative. 
Is  that  your  understanding?  A.  Not  only  my  understand¬ 
ing  but  we,  unlike  the  certificated  carriers,  have  no  au¬ 
thority  to  render  charter  flights  and  do  not  render  them. 

Q.  Are  you  authorized  to  serve  Atlanta?  A.  No. 

Q.  I  have  been  informed  by  our  people  in  Atlanta  that 
on  three  occasions  within  the  past  month  Slick  has  un¬ 
loaded  freight  at  Atlanta.  A.  You  have  been  incorrectly 
informed,  I  can  assure  you. 

30727  Q.  Do  1  understand  the  status  of  the  record  to 
be  that  you  have  put  in  your  Exhibits  10-A  and 
10-B  all  of  the  information  available  to  you  concerning 
demand  point  service  other  than  some  data  which  may  be 
available  at  your  stations  which  you  have  not  had  in  your 
possession  hitherto?  A.  You  are  referring  only  to  10-A 
and  10-B? 

Q.  Or  in  these  exhibits.  A.  Well,  10-A  and  10-B  show 
the  actual  operation.  Now,  as  to  demand  point  service 
requested,  that  is  covered  in  other  exhibits. 

Q.  In  your  whole  set  of  exhibits,  you  have  put  in  every¬ 
thing  that  you  know  about  demand  point  service  except 
this  other  information  which  you  may  be  able  to  get  at 
the  stations?  A.  That  is  true,  except  as  noted  on  page 
55.  There  have  been  many,  many  hundreds  of  requests, 
both  within  and  without  the  areas  which  we  serve,  which 
are  on  the  TWX  machine,  telephones  and  so  on,  which  is 
just  impractical  to  bring  in  and  try  to  lay  out. 

Q.  You  have  no  statistical  compilation  of  those?  You 
don’t  know  what  they  show  or  anything,  is  that  correct? 
A.  No,  we  do  not 
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Q.  Now,  you  mentioned  yesterday  a  new  deal  in  demand 
point  service.  You  have  filed  a  new  tariff,  I  understand. 
Is  that  correct?  A.  We  have  filed  a  tariff  in  connection 
with  the  Army  tariff  in  which  we  do  not  set  up  a  zone 
rate  for  service  to  a  demand  point.  I  also  said  that  we 
had  filed  a  petition  with  the  Board  yesterday,  I 

30728  think,  or  the  day  before,  requesting  the  extension 
of  the  present  commodity  rates  to  the  points  from 

which  the  commodities  moved.  You  may  or  may  not  know 
that  when  we  asked  for  commodity  rates  we  asked  for 
them  from  our  principal  points,  intending  to  apply  the 
zone  rates  to  the  demand  points  on  the  same  commodities. 
The  Board  has  interpreted  that  for  some  reason  as  an 
illegal  combination  of  rates,  which  have  made  their  com¬ 
modity  rate  on  vegetables,  for  instance,  almost  meaning¬ 
less.  Therefore,  we  have  requested  the  application  of 
those  rates  to  the  demand  points  which  we  are  authorized 
to  serve  from  them  and  to  them  and  in  doing  so,  we 
have  again  avoided  the  zone  rate  type  of  charge  and  have 
based  the  rates  purely  on  mileage  and  are  preparing  to 
do  so  over-all. 

Q.  You  mean  you  are  preparing  to  do  so  on  your  gen¬ 
eral  commodities?  A.  Right. 

Q.  What  minimum  tender  are  you  putting  in  this  new 
demand  point  tariff  ?  A.  One  thousand  pounds. 

Q.  Were  you  present  at  the  Air  Freight  Case?  A.  No, 
I  was  not,  Mr.  Moye. 

Q.  Are  you  aware  that  Mr.  Slick  testified  in  that  case 
that  a  zone  charge  was  necessary  to  cover  the  bare  mini¬ 
mum  costs  of  providing  a  demand  point  service?  A.  I 
am  not  aware  of  what  he  testified  in  that  case.  I  am 
aware  that  our  policy  has  been,  obviously,  one  where  rates 
had  to  bear  relationship  to  costs.  1  think  that  has  been 
true  of  most  non-certificated  carriers.  Therefore, 

30729  we  had,  as  I  have  said  yesterday,  set  up  the  de¬ 
mand  point  service  on  a  zone  system  of  charges 
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which  actually  amounted  to  charging  the  demand  point 
shipper  the  actual  cost  of  his  operation. 

As  I  said  yesterday,  we  have  found  that  there  are  faults 
in  that.  We  are  not  convinced  yet  what  is  the  proper 
system  but  we  are  going  to  try  the  other.  We  are  not 
worried  about  the  fact  that  the  demand  point  shipper  is 
not  paying  his  whole  cost.  His  cost  can  be  thrown  through¬ 
out  the  whole  system  with  the  thousand  pound  limitation 
and  we  believe  it  to  be  perfectly  satisfactory. 

Q.  I  want  to  get  this  statement  of  his  in  the  record 
so  let  me  read  it  to  you  and  see  if  you  agree  with  it.  On 
cross  examination  Mr.  Gribbon  asked,  “It  is  a  fact,  with¬ 
out  getting  into  the  detail,  that  you  charge  a  higher  rate 
per  one  hundred  pounds  between  two  demand  points  than 
you  do  between  two  principal  points?” 

Mr.  Slick  answered,  “That  is  right.” 

Mr.  Gribbon  then  asked,  “What  is  the  basis  for  that 
higher  charge  between  demand  points?” 

The  answer  was,  “Well,  Number  one,  you  are  flying  off 
your  regular  route.  You  are  not  generating  traffic  at  that 
time.  You  have  no  sales  organization  into  the  main  points 
and  your  costs  are  higher.” 

Then  I  show  a  deletion.  I  don’t  know  what  is  in  the 
deletion.  Mr.  Gribbon  then  asked,  “But  you  don’t  serve 
them  for  less  than  one  thousand  pounds”  and  Mr.  Slick 
answered,  “That  is  correct.” 

The  question  was,  “But  even  when  you  go  into 
30730  them  for  that  quantity  of  freight,  it  still  costs  so 
much  that  you  put  in  this  differential?” 

Mr.  Slick  answered,  “It  costs  you  to  land  any  time  you 
land.  We  estimate  75  to  100  for  just  a  landing.  We  put 
the  base  cost  in  those  rates  to  the  demand  points  so  we 
could  give  the  service.” 

Now,  do  you  agree  with  that  statement?  A.  I  am  try¬ 
ing  to  follow  the  whole  thing.  Yes,  1  think  I  do.  That  is 
what  we  did  do.  But  again  to  explain  my  answer  a  little 
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bit,  Mr.  Moye,  it  is  no  different  than  the  fact  that  we 
have  commodity  rates  that  are  considerably  below  the 
minimum.  The  shipper  of  a  commodity  has  a  lower  rate, 
but  the  over-all  revenue  to  the  company  is  made  up  through 
all  the  rates  over  all  the  system.  The  same  thing,  we  feel, 
is  going  to  be  definitely  true  of  the  demand  point  service, 
knowing  full  well  that  the  demand  point  service  is  abso¬ 
lutely  necessary  to  run  an  air  freight  business  without 
the  government  pocketbook. 

Q.  That  is  an  interesting  statement  if  you  are  going  to 
lose  money  on  your  demand  point  service,  which  I  just 
interpreted  you  to  say.  A.  You  just  misinterpreted  me 
completely.  I  have  told  you  that  without  the  demand 
point  service  in  my  humble  opinion,  and  I  think  we  have 
had  as  much  experience  as  anybody,  you  are  never  going 
to  have  an  air  freight  system  operated  without  the  aid 
of  subsidy  without  the  authority  to  serve  demand  points 
and  the  service  to  them  because  of  the  increased  volume 
that  will  come  out  of  them.  We  figure  in  the  over-all  that 
although  it  will  cost  you  a  little  more  because  of 
30731  non-revenue  flying  to  go  to  a  demand  point  to 
pick  up  freight,  you  can’t  live  without  picking  up 
that  freight  and  your  rates  over-all  can  take  care  of  that 
cost.  I  have  compared  it  again  with  the  commodity  situa¬ 
tion.  It  is  exactly  the  same. 

Q.  What  in  these  exhibits  which  you  have  just  mentioned 
represents  your  total  knowledge  on  the  demand  point 
service,  gives  a  basis  for  that  change  in  thinking  from 
last  March  or  April?  A.  What  in  the  exhibits  gives  the 
basis  of  a  change  of  thinking? 

Q.  That  is  right.  A.  The  change  of  thinking  has  been 
a  long  process.  The  action  taken  on  that  change  of  think- 
ing  has  been  fairly  recent.  As  I  have  stated  several  times, 
the  first  action  taken  in  that  regard  was  with  the  Army 
tariff,  which  is  a  part  of  this  record. 
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Q.  What  in  these  exhibits  indicates  the  tremendous 
volume  of  which  you  speak  at  the  demand  points? 

•  •  •  •  « 

30733 

•  #  •  *  # 

The  Witness:  The  exhibits  are  a  tabulation  of  figures. 
What  is  behind  the  exhibits  is  entirely  different.  I  think 
it  deserves  explanation.  The  exhibits  speak  for  them¬ 
selves.  In  answer  to  another  question  of  yours,  I  stated 
that  the  amount  of  actual  demand  point  service  is  shown 
in  the  exhibits  and  frankly,  I  rest  upon  it.  The  only 
amazing  and  surprising  thing  about  it  is  the 

30734  amount  that  has  been  rendered. 

By  Mr.  Moye: 

Q.  Do  you  have  an  application  for  any  adjacent  points 
pending  at  the  present  time?  A.  No,  sir. 

*  •  •  •  • 

Cross  Examination 

By  Mr.  Lawler: 

•  •  *  •  • 

30736 

•  *  #  •  # 

Q.  The  old  basis  of  your  demand  rates,  as  I  understand 
it,  was  the  regular  rate  to  an  established  point  plus  & 
zone  differentiation?  A.  That  is  right. 

Q.  Can  you  tell  us  how  that  zone  differentiation  was 
computed?  A.  It  was  computed  on  a  mileage  basis  and 
I  think  as  I  said  yesterday  we  tried  our  best  to  do  it  on 
the  most  reasonable  basis  possible,  but  the  only  fair  way 
to  do  it  fair  to  everybody,  was  merely  the  draw- 

30737  ing  of  zones  within  mileage  radii  and  apply  the 
lesser  zone  charge  to  the  closest  zone  to  the  prin¬ 
cipal  point  and  the  greater  zone  charge  to  the  greatest 
mileage  from  the  principal  zone  point. 
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Q.  I  remember  some  testimony,  I  believe  in  the  rate 
case,  that  it  was  based  on  seventy-five  percent  of  the  cost 
of  flying  the  plane  in  and  out.  Does  that  sound  right? 
A.  That  is  approximately  right. 

Q.Now  your  new  tariffs  will  materially  reduce  those 
rates,  will  they  not?  A.  They  will  reduce  them. 

Q.  Do  you  expect  to  generate  loads  both  ways  into 
these  demand  points  with  these  rates?  A.  In  most  of 
them.,  yes. 

Q.  Have  you  found  that  your  present  rates  are  the  cause 
of  the  lack  of  generation  of  a  two-way  flow?  A.  Some¬ 
what,  Mr.  Lawler,  yes,  and  yet  it  is  surprising  that  we 
have  moved  traffic  with  those  rates,  in  some  instances 
somewhat  higher,  from  points  to  "which  you  and  the  rest 
are  certificated  and  they  have  still  taken  our  service  at 
a  higher  rate  because  we  can  give  them  service. 

Q.  Let’s  go  back  to  the  question.  I  asked  you  whether 
you  dropped  the  high  rate  for  the  reason  that  you  did  not 
have  a  t"wo-way  flow  from  demand  points?  A.  No,  I 
wouldn’t  say  it  was  the  reason.  It  plays  a  part.  In  some 
instances  the  demand  point  rate  was  considerably  higher 
when  you  get  way  out  in  a  far  zone.  It  adds  up  a  good 
deal. 

Q.  What  is  the  basic  reason  why  you  practically 
30738  never  carry  traffic  both  ways  from  a  demand  point? 

A.  I  think  I  would  have  to  make  a  study  again  of 
this  exhibit.  It  is  very  difficult  to  answ-er  these  questions 
without  the  chance  of  explaining  the  whole  story  on  de¬ 
mand  point  service.  However,  I  think  in  all  fairness  to 
both  of  us  that  I  should  say  that  the  demand  point  ser¬ 
vice  has  usually  been  one  way.  We  have  not  had  the 
money  to  put  people  in  the  demand  points  and  to  develop 
the  traffic  properly.  You  know,  as  I  do,  I  am  sure,  that 
it  costs  money  to  develop  any  point.  If  you  don’t  know 
you  can  look  at  our  record  and  find  it  cost  us  a  million 
dollars  to  develop  the  traffic  in  which  we  now  share. 
Therefore,  most  of  the  service  to  demand  points  has  been, 
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frankly,  service  that  has  come  to  us  because  there  was 
no  one  else  who  could  render  it. 

We  haven’t  had  the  money  and  at  one  point  even  the 
airplanes  in  sufficient  number  to  actually  render  the  kind 
of  service  to  demand  points  that  they  must  have  and  will 
have.  By  and  large  the  traffic  that  has  been  carried  our 
of  demand  points  has  dropped  in  our  laps,  if  any  traffic 
has.  A  lot  of  the  work  on  perishables  we  have  done  more 
work  on  than  anybody  else.  It  is  a  slow  business  but  it  is 
coming. 

Q.  You  stated  in  answer  to  a  question  by  Mr.  Maurer 
that  you  carried  several  hundred  thousand  pounds  out 
of  Mission,  Texas.  The  Exhibit  SA-51  shows  less  than 
a  hundred  thousand.  Was  that  a  slip  of  the  tongue  or 
have  you  some  other  figures?  A.  That  would  appear  to 
have  been  a  slip  of  the  tongue,  for  which  I  apologize. 

Q.  Do  you  have  at  present  any  salesmen  in  St. 
30739  Louis?  A.  Yes,  two,  I  believe. 

Q.  Do  you  have  any  facilities  there?  A.  Yes. 

Q.  How  long  have  you  had  those?  A.  Since  July  of 
1948. 

Q.  The  facilities  or  the  salesmen?  A.  All. 

Q.  Prior  to  July,  1948,  you  had  no  agents  or  employees 
or  facilities?  A.  We  had  an  agent. 

Q.  Is  it  to  that  lack  of  employees  that  you  attribute  the 
fact  that  you  carried  no  traffic  out  of  St.  Louis,  even 
though  you  put  thirty-four  flights  in  there  in  the  quarter 
ending  June  30?  A.  Where  do  you  get  that,  Mr.  Lawler  ? 

Q.  That  is  for  the  quarter  ending  June  30,  Page  6.  A. 
It  is  certainly  partially  attributable  to  that,  definitely. 

Q.  Is  there  any  other  reason  you  can  think  of?  A. 
That  is  the  best  reason  I  can  think  of,  because  as  I  say 
generally  you  have  to  get  out  and  sell  this  business.  It 
doesn’t  just  pop  in  your  airplane.  We  were  selling  it  into 
St.  Louis,  twenty-six  tons  worth  during  that  period. 

Q.  Has  Slick  made  any  studies  on  which  it  is  basing 
this  new  demand  point  rate?  A.  Overall  studies,  yes. 


2878 


Excerpts  from  Testimony  of  L.  »/.  Moorman 

No  detailed  studies.  As  I  told  you,  we  are  going  to  try 
it.  Again,  in  this  business  there  is  no  experience  in  it. 

Q.  Excuse  me.  I  don’t  think  you  heard  the  ques- 
30740  tion.  I  said  have  you  any  studies?  A.  No  definite 
studies  of  that  point.  I  would  like  to  point  out, 
though,  that  in  a  hurried  study  of  the  original  projected 
cost  studies  found  in  our  original  exhibits  and  in  a  com¬ 
parison  and  a  reduction  or  whatever  the  proper  word  is, 
applying  them  to  the  proposed  operation  under  the  ex¬ 
aminer’s  report,  it  is  almost  embarrassing  how  conserva¬ 
tive  those  things  were.  By  that  I  would  like  merely  to 
say  that  that  is  one  basis  upon  which  we  are  more  than 
willing  to  attempt  this  different  type  of  charge  to  the 
demand  points. 

Mr.  Lawler:  Mr.  Examiner,  I  move  the  whole  answer 
be  struck.  The  answer  is  yes  or  no.  It  is  not  a  reference 
to  a  series  of  other  exhibits  or  comparatively  conserva¬ 
tive  statements  or  anything  else.  The  answer  seems  to  be 
fairly  specific,  yes  or  no. 

The  Witness:  The  answer  would  be  yes. 

Mr.  Lawler:  The  answer  is  yes? 

The  Witness:  Yes. 

Examiner  Radcliffe:  The  explanation  will  be  allowed 
to  stand,  Mr.  Lawler. 

By  Mr.  Lawler: 

Q.  Is  this  hurried  study  of  yours  in  definitive  form  so 
it  can  be  reproduced?  A.  No,  it  is  my  own  jotted  down 
figures,  Mr.  Lawler,  that  I  have  worked  out. 

•  •  *  •  • 

30472 

•  •  *  •  • 

Cross  Examination 
By  Mr.  Lorch: 
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30747 

•  *  •  •  • 

Q.  Mr.  Moorman,  am  I  correct  in  my  recollection  that 
at  the  time  of  the  original  hearing  and  for  the  purposes 
of  your  estimate  you  used  a  pay-load  capacity  for  the 
C-46  of  twelve  thousand  five  hundred  pounds?  A.  That 
is  correct. 

Q.  Am  I  also  correct  that  at  the  time  of  the  original 
hearing  you  were  forecasting  a  rate  of  return  of  12.5 
cents  per  revenue  ton  mile?  A.  That  is  correct. 

Q.  In  looking  at  your  exhibits  submitted  during  this 
re-opened  proceeding,  I  note  that,  for  example,  the 
September  quarter  of  1948  showed  a  return  per  revenue 
ton-mile  ranging  from  about  15.7  to  17.2  cents. 

30748  A.  I  assume  that  is  correct. 

Q.  You  will  take  that  subject  to  check?  A.  Yes. 

Q.  That  would  indicate  first,  would  it  not,  that  the 
charge  to  the  customer  is  higher  than  the  15.2  and  the 
17.2  in  order  to  produce  that  return  for  you?  A.  Now, 
we  will  have  to  check  your  figures.  If  you  are  giving  an 
average  of  15.2  it  would  be  true  that  some  rates  are  higher 
and  some  are  lower.  If  15.2  is  the  lowest  and  17.2  is  the 
highest,  then  there  is  nothing  higher  than  17.2. 

Q.  And  the  return  for  September,  1948,  is  higher  than 
the  return  for  the  March,  1948  quarter?  A.  That  would 
be  definitely  true. 

Q.  And  the  minimum  rate  order  affected  that,  had  the 
effect  of  increasing  your  rates  and  your  return?  A.  Yes, 
about  eight  months  later  than  should  have  been. 

Q.  Have  rising  costs  been  a  factor  in  the  rate  of  return 
that  you  have  obtained  or  the  rates  that  you  have  had  to 
charge  the  customers?  A.  Oh,  yes,  definitely. 

Q.  You  have  experienced  a  rise  in  costs  of  your  oper¬ 
ations?  A.  We  all  have. 

Q.  That  rise  in  cost  has  been  experienced,  has  it  not, 
even  though  there  has  been  some  increase  in  your  volume? 
A.  There  you  are  talking  about  rise  per  unit  of  cost. 
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Q.  That  is  right.  A.  That  is  true.  I  think  it 
30749  should  be  pointed  out  on  this  record,  however, 
that  the  rise  in  cost  in  the  air  freight  business  has 
not  been  comparable  to  the  rise  in  cost  generally  through¬ 
out  industry  and  particularly  throughout  the  transporta¬ 
tion1  industry.  Therefore,  we  are  still  below  the  general 
rise  in  cost,  which  means,  in  other  words,  if  a  fur  coat 
costk  three  thousand  dollars  where  it  cost  two  thousand 
dollars  before,  it  will  be  shipped  at  a  slightly  higher  rate 
by  air  freight  with  that  additional  cost.  Everything  is 
sort  of  in  balance  except  we  are  still  under  the  norm. 
Kail  rates  have  increased  forty  percent  and  ours  have  in¬ 
creased  about  fifteen. 

•  #  #  •  * 

30759 

*  •  *  •  • 

Q.  For  the  quarter  ended  September  30,  and  the  quarter 
ended  June  30,  1948,  the  exhibit  indicates  two  stops  at 
Milwaukee.  I  am  correct,  am  I  not,  Mr.  Moorman, 

30760  that  that  record  does  not  reflect,  fully,  the  amount 
of  business  generated  by  your  full-time  salesman 

in  Milwaukee  in  1948!  A.  You  are  very  correct. 

Q.  I  am  also  correct,  am  I  not,  that  the  cargo  other¬ 
wise  generated  by  that  agent  was  trucked  to  Chicago  and 
hauled!  A.  You  are  very  correct,  approximately  three 
thousand  pounds  a  day. 

Q.  Am  I  also  correct  that  in  connection  with  service  to 
other  demand  points  Slick,  instead  of  serving  the  demand 
points,  that  is,  these  established  demand  points  or  what¬ 
ever  the  distinction  was  that  you  made  yesterday,  trucks 
the  cargo  to  a  principal  point  or  an  established  point, 
whatever  you  would  call  it!  A.  I  have  referred  several 
times  to  the  fact  that  in  this  past  year,  particularly,  Slick 
Airways  has  been  forced  into  a  policy  of  capital  conserva¬ 
tion.  Therefore,  where  it  is  possible — 
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The  Witness:  Here  is  your  answer.  Together 

30761  with  what  I  have  just  said,  Slick  Airways  has 
rendered  a  considerable  amount  of  service  to 

points  served  by  certificated  carriers  and  has  rendered 
it  by  truck  to  a  principal  point  and  has  given  service  to 
the  shipper  which  he  requires,  desires,  needs  and  will  use 
in  preference  to  what  he  might  otherwise  have  available. 

Mr.  Lorch:  I  move  to  strike  that  answer,  Mr.  Examiner, 
as  being  argumentative.  When  we  are  trying  to  get  the 
facts  as  we  are  trying  to  do  here  I  don’t  think  we  have  to 
take  this  speech  about  all  of  these  things  that  Slick  Air¬ 
ways  seems  to  be  doing.  The  answer  to  my  question,  as 
I  understand  it,  is  yes. 

Mr.  Miller:  No,  Mr.  Examiner,  with  the  explanation. 
Examiner  Radcliffe:  The  answer  will  stand  as  given. 
Let’s  proceed. 

By  Mr.  Lorch: 

Q.  Will  you  name  the  demand  points  where  you  have 
done  that?  A.  1  could  not  name  them  all,  Mr.  Lorch. 

Q.  How  many  can  you  name?  Name  as  many  as  you 
can.  A.  South  Bend. 

Q.  Where  do  you  truck  that  cargo  to?  A.  Chicago. 
Long  Beach,  of  course. 

Q.  Where  is  that  trucked  to?  A.  Burbank.  Indiana¬ 
polis,  Toledo. 

Q.  Pardon  me.  Where  is  Indianapolis  trucked  to?  A. 
St.  Louis  or  Chicago. 

Q.  Toledo,  where  is  that  trucked  to?  A.  Detroit  and 
Chicago.  Milwaukee  we  have  already  referred  to.  Oak¬ 
land  has  been  referred  to  as  served  through  San 

30762  Francisco.  It  is  trucked.  Peoria  goes  into  Chicago. 

Q.  And  Fort  Worth,  as  I  understand,  goes  into 
Dallas?  A.  That  is  right,  Fort  Worth  is  served  through 
Love  Field,  Dallas.  Now,  in  further  explanation — 

Mr.  Lorch:  I  object  to  the  further  explanation,  Mr. 
Examiner.  He  has  given  me  the  answer  to  my  question. 
The  Witness:  All  right 
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30764  Q.  Didn’t  you  testify  to  that  effect  yesterday, 
Mr.  Moorman?  A.  There  are  two  able-bodied  men 

in  every  airplane  I  have  ever  seen  that  had  two  engines 
and  they  can  load  and  unload  freight  just  like  you  or  I 
could  and  on  occasion  they  have  done  so. 

Q.  For  Slick  Airways?  A.  Right. 

Mr.  Lorch:  Now  that  seems  to  me  to  be  material.  We 
intend  to  inquire  as  to  whether  or  not  that  is  general  prac¬ 
tice.  There  ought  to  be  some  parity  here. 

Examiner  Radcliffe:  Under  what  specific  part  of  the 
Board’s  order  do  you  see  that  this  should  come  in,  Mr. 
Lorch? 

Mr.  Lorch:  It  comes  under  the  fitness,  willingness  and 
ability  part  of  it,  their  expenses  and  the  validity  of  their 
costs  per  revenue  ton-mile.  Here  they  take  ten  or  twenty 
thousand  pounds  of  cargo  out  of  Stockton  and  there  was  a 
reference  yesterday  that  they  didn’t  know  who  put  it  on, 
maybe  it  was  the  pilot  who  helped  do  it  or  maybe  it  was 
the  trucker.  The  way  they  do  business  has  a  bearing  on- 
this  balance  sheet  and  profit  and  loss  figure  which  they 
referred  to  in  here. 

The  loss  is  going  to  be  turned  into  a  profit. 

•  •  •  •  • 

30765 

•  #  •  •  • 

Q.  In  the  loading  of  your  aircraft  when  you  have  a  full 
load,  am  I  correct  that  you  fill  the  interior,  period?  A. 
We  don’t  take  freight  on  the  wings,  if  that  is  what  you  mean. 

Q.  I  said  interior,  if  you  will  listen  to  my  question  ?  A. 
I  listened  and  I  thought  maybe  you  thought  freight  went 
somewhere  else.  I  didn’t  mean  to  be  facetious,  but  I  didn’t 
really  get  your  question. 

Q.  I  will  put  it  another  way.  When  you  load  your  air¬ 
craft,  do  you  allow  for  a  passage-way  down  the  center  of 
the  aircraft  or  do  you  load  it  wall  to  wall,  front  and  back? 
A.  No,  we  allow  a  passage-way. 
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Q.  Are  you  sure  of  that?  A.  It  depends  upon 

30766  the  load.  We  are  not  required  to,  I  don’t  think. 

Q.  I  am  talking  about  a  full  load,  now.  A.  All 
I  know,  Mr.  Lorch,  is  we  comply  with  every  CAA  regular 
tion  precisely. 

Q.  Now,  Mr.  Witness —  A.  I  am  answering  your  ques¬ 
tion.  I  said  normally  we  leave  a  passage.  At  times  we  don’t 
leave  a  passage.  It  depends  upon  the  load. 

Q.  When  you  say  a  passage,  is  that  a  passage-way  from 
the  front — 

Mr.  Meyers:  Mr.  Examiner,  are  we  to  have  a  tape 
measure  in  the  decision  as  to  the  width  of  the  passage  or 
are  we  going  to  proceed  with  the  hearing? 

Mr.  Miller:  I  object  to  this  too,  Mr.  Examiner. 

Mr.  Meyers:  I  object  to  the  question. 

Examiner  Radcliffe:  Will  you  give  a  statement  on  the 
materiality  of  this,  Mr.  Lorch? 

Mr.  Lorch:  Yes,  I  will.  I  believe  that  Slick  and  these 
other  applicants  at  times  and  maybe  all  the  time,  if  they 
have  a  full  load,  load  their  cargo  from  wall  to  wall,  from 
bottom  to  ceiling,  and  from  end  to  end,  so  that  you  cannot 
get  from  the  front  of  the  airplane  to  the  back. 

I  am  not  saying  that  is  against  the  CAA  regulations 
under  their  operation.  That  is  not  my  point.  We  will  show 
before  we  are  through  that  that  is  not  the  method  by  which 
we  are  permitted  to  load  our  cargo  in  the  aircraft.  In 
other  words,  there  must  be  access  and  there  must  be  ability 
to  get  access  from  the  front  of  the  airplane  to  the  back  of 
the  airplane. 

30767  I  am  just  asking  him  what  kind  of  a  passage-way 
they  provide  when  they  provide  one. 

•  •  •  •  • 

Q.  I  would  like  to  restate  my  first  question  if  I  may, 
please.  My  question  is  specifically  this:  Do  you  now  have 
a  contract  with  the  Airline  Pilots  Association? 
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30770 

•  •  •  •  • 

The  Witness:  The  answer  is  no.  There  have  been  sev¬ 
eral  elections.  ALPA  has  not  been  elected  to  be  the  bar¬ 
gaining  agent  of  our  pilots  to  date,  period.  We  pay  our 
pilots  above  the  minimums  set  down  by  Decision  83,  which 
you  do,  except  for  some  circumstances  within  your  con¬ 
tract.  What  we  will  pay  them  if  they  are  unionized,  I  can’t 
tell  you. 

By  Mr.  Lorch: 

Q.  Turning  to  another  question,  in  connection  with  the 
debentures  I  would  like  to  have  the  record  show  clearly 
what  I  understand  to  be  the  fact  and  that  then  is  that  the 
debentures  can  be  converted  by  the  holders  at  any  time. 

Mr.  Miller:  I  believe  this  subject  was  pretty  fully  ex¬ 
plored  yesterday.  I  don’t  see  any  need  of  repeating  and 
going  over  the  same  ground.  We  will  never  get  through. 

Examiner  Radcliffe:  Let  the  witness  answer.  I  recall 
the  answer,  but  let  him  give  it  again. 

The  Witness :  Any  time  up  to  March,  1950,  yes,  sir. 

By  Mr.  Lorch: 

Q.  And  there  are  no  conditions  that  have  to  be 

30771  satisfied  before  they  can  be  converted  by  the  hold¬ 
ers?  A.  No,  sir,  not  to  my  knowledge. 

Q.  Is  there  a  so-called  anti-dilution  provision  in  the  de¬ 
benture  agreement?  A.  Yes,  I  think  there  is.  I  am  sure 
there  is.  Exactly  what  it  is,  I  don’t  know.  That  is  normal, 
as  I  understand. 

•  •  •  •  • 

30781 

*  •  •  •  • 

Q.  As  I  recall  it,  Mr.  Moorman,  Slick’s  original  position 
in  this  case  was  that  it  was  interested  in  developing  air 
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cargo  or  air  freight  and  air  freight  alone.  Am  I  correct 
about  that?  A.  You  are  quite  correct. 

Q.  It  is  true,  isn’t  it,  that  Slick  has  now  changed  its  po¬ 
sition  on  that  subject?  A.  Not  to  my  knowledge. 

Q.  Isn’t  it  a  fact  that  Slick  Airways  has  been 

30782  endeavoring  to  secure  the  opportunity  to  carry  air 
parcel  post?  A.  Mr.  Lorch,  the  air  parcel  post 

bill,  as  you  know,  was  passed  recently  and  actually,  to  be 
perfectly  frank  with  you,  we  have  always  felt  that  the  all- 
freight  carrier  was  a  natural  to  carry  parcel  post  at  ap¬ 
proximately  15  cents  a  ton  mile.  We  took  part,  I  believe, 
in  that  hearing.  I  think  Mr.  Slick  may  have  testified. 

Q.  As  a  matter  of  fact,  he  did  testify,  didn’t  he  ?  A.  Let 
me  finish.  The  airlines  were  successful  in  calling  parcel 
post,  air  mail,  which  precluded  us  from  carrying  it,  natural¬ 
ly,  and  I  don’t  think  that  is  a  dead  issue  yet.  You  are  car¬ 
rying  it  at  ten  sixty  or  seventy  cents  a  ton-mile.  We  would 
carry  it  for  15  and  make  a  nice  profit. 

Q.  Then  the  answer  to  my  question  is  yes,  that  you  are 
very  much  interested  now  in  carrying  air  parcel  post?  A. 
If  it  is  on  the  right  basis  and  at  what  we  believe  to  be  a 
reasonable  rate. 

Q.  You  are  now,  are  you  not,  also  interested  in  carrying 
air  mail  generally?  A.  No. 

Q.  It  has  already  been  brought  out  that  you  did  amend 
your  certificate  of  incorporation  to  include  authority  to 
carry  United  States  mail.  A.  I  believe  that  is  in  there. 
Q.  That  is  page  SA-57. 

Mr.  Miller:  It  is  in  the  exhibit  and  it  has  been  testified 
to.  I  see  no  need,  Mr.  Examiner,  to  go  over  the  same  ground 
again. 

30783  The  Witness :  It  covers  parcel  post,  too.  May  I 
make  this  observation:  It  is  in  there.  We  don’t 

know  and  neither  does  anyone  what  the  result  of  this  case 
is  going  to  be.  We  have  made  it  quite  clear  that  we  think 
we  do  not  need  air  mail,  but  we  don’t  know  but  what  the 
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Board  may  decide  they  want  us  to  carry  some  of  it.  If  so, 
through  Mr.  Page’s  good  grace  we  are  all  ready  to  accept 
anything  we  happen  to  get. 

30784 

•  •  •  •  • 

Q.  Am  I  correct,  Mr.  Moorman,  that  at  the  time  of  the 
original  hearing  Slick  was  not  interested  in  the  carriage 
of  air  express?  A.  No,  I  don’t  believe  that  is  correct. 

Q.  It  is  your  recollection  that  Slick  did  not  take  that  po¬ 
sition,  that  it  was  not  interested  in  air  express?  A.  I  don’t 
recall  exactly  what  we  said  about  it.  We  have  always  said 
we  were  not  vitally  interested  in  the  small  package  busi¬ 
ness.  However,  anyone  is  entitled  to  a  change  in  thinking 
on  some  subjects.  We  are  still  not  vitally  interested  in  the 
small  package  business.  It  is  what  costs  you  people  a 
fortune.  As  long  as  the  Railway  Express  Agency  is  oper¬ 
ating,  I  think  we  could  share  in  their  traffic  which  is  the 
easiest  traffic  in  the  world  to  haul  because  they  do  all  the 
dirty  work  on  the  ground. 

Q.  So  that  you  are  now  interested  in  the  carriage  of  air 
express  in  addition  to  air  freight?  A.  Yes,  we  would  like 
to  have  a  contract  with  the  Railway  Express 

30785  Agency. 

•  •  •  •  • 

30787 

•  •  •  •  • 

Examiner  RadclifFe :  Mr.  Zapple,  Public  Counsel. 

Cross  Examination 

By  Mr.  Zapple: 

•  •  •  #  • 
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30790 

•  •it* 

Q.  Would  you  indicate  for  the  record  the  reasons,  if  any, 
for  the  freight  traffic  that  was  emplaned  and  deplaned  at 
demand  points  listed  in  that  exhibit?  A.  Yes,  Mr.  Zapple. 
First,  I  would  say  from  my  own  point  of  view,  knowing  as 
I  do  most  of  the  detailed  facts,  that  under  all  the  adverse 
circumstances  surrounding  this  air  freight  operation  by 
the  non-certificated  carriers,  and,  before  that,  contract 
carriers,  there  has  been  a  substantial  amount  of  service 
rendered  actually.  After  three  years  of  the  most  extensive 
experience  in  this  business,  we  are  more  definitely  dedi¬ 
cated  to  and  more  firmly  convinced  of  the  soundness  of  the 
demand  type  and  area  type  of  operation.  We  have  found 
by  experience  that  the  shippers  do  want  it.  They  will  use 
it  and  they  require  it  and  are  willing  to  pay  for 

30791  the  extra  fare  of  going  by  air  with  that  type  of 
system. 

As  far  as  I  know,  no  one  else  has  come  along  with  any¬ 
thing  else  that  will  offer  as  much  of  the  best  service  to  the 
greatest  number  of  people  at  the  lowest  cost.  We  think  it 
is  the  best  service  in  the  public  interest  and  we  further  are 
convinced  in  our  own  minds  that  it  is  the  only  type  of 
service  that  can  be  rendered  without  calling  upon  Uncle 
Sam  for  some  help. 

Q.  Assuming  the  Board  issues  a  certificate  to  Slick  in 
this  case,  do  you  propose  to  offer  the  same  type  of  service 
to  the  demand  points  that  you  are  offering  today  to  Mil¬ 
waukee?  I  am  keeping  in  mind  the  questions  that  Mr. 
Lorch  asked  you  about  the  fact  that  you  developed  certain 
traffic  at  these  points  and  then  trucked  them  to  a  principal 
point.  A.  I  don’t  think  so  because  again  I  would  like  to 
put  our  conversation  on  the  basis  of  the  Examiner’s  report 
as  an  indication  of  what  we  might  end  up  with. 

No,  I  think  we  will  give  direct  service  to,  obviously,  all 
principal  points  and  to  demand  points.  I  would  like  also 
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to  say  that  Slick  Airways  hasn’t  rendered  anywhere  near 
the  amount  of  demand  service  that  it  would  like  to  have 
rendered  or  that  it  intends  to  render  or  that  it  must  render 
to  properly  serve  the  public  and  to  put  its  own  financial 
picture  on  its  proper  two  feet. 

Further,  as  to  the  amount  of  this  service  that  has  been 
rendered,  I  can  take  complete  responsibility  because  it  has 
been  my  decision  in  almost  every  instance  how  much  money 
we  would  spend  in  developing  freight  out  of  demand  points, 
how  many  flights  we  would  make,  and,  of  course, 

30792  also  depending  upon  the  public  demand  for  it. 

As  I  pointed  out  before,  it  costs  money  to  de¬ 
velop  any  point.  We  have  spent  over  a  million  dollars  in 
our  business  to  date  developing  any  freight.  Again  I  say 
that  it  is  rather  surprising  how  much  service  we  have 
rendered  under  the  circumstances.  I  would  place  the  blame 
where  it  belongs.  It  belongs  on  the  delay  in  this  proceeding 
and  on  the  tactics  of  the  passenger-carrying  airlines. 

Mr.  Lorch:  I  object  and  move  to  strike  that. 

Examiner  Radcliffe:  Let  it  stand. 

i  •  •  •  • 

Q.  I  think  you  have  testified  about  this,  but  it  is  not 
clear  in  my  mind.  Would  you  indicate  for  the  record 
specifically  the  reasons  why  you  have  not  emplaned  and 
deplaned  more  traffic  at  the  demand  points  listed  in  SA- 
511  A.  Yes,  sir,  I  can.  We  haven’t  largely  because  we 
haven’t  had  the  capital,  the  money,  the  working  capital  to 
develop  those  points.  It  takes  development.  You  don’t  fly 
an  airplane  in  and  freight  gets  on.  We  haven’t  had  it  be¬ 
cause  we  have  been  forced  into  a  policy  of  pure  conserva¬ 
tion,  particularly  in  the  last  year.  Our  whole  purpose  is 
development  of  air  freight,  but  we  haven’t  been  able  to 
carry  it  out.  We  have  been  conserving  ourselves  and  hold¬ 
ing  on  tight  as  the  very  dickens  because  we  have 

30793  been  forced  to  and  we  have  been  living  in  what  I 
know  is  realized  by  everybody  as  the  most  impos- 


2889 


Excerpts  from  Testimony  of  L.  J.  Moorman 

sible  competitive  situation  that  has  ever  been  known,  to 
my  knowledge,  in  American  industry. 

Mr.  Zapple:  I  would  suggest  the  witness  answer  my 
questions  specifically.  My  question  was  directed  specifical¬ 
ly  to  the  reasons  why  he  did  not  emplane  and  deplane 
traffic  at  demand  points. 

Examiner  Radcliffe:  I  think  that  has  been  answered. 

•  •  •  •  • 

30796 

•  •  •  •  • 

Q.  I  want  to  refer  you  to  page  SA-47  and  ask  you  wheth¬ 
er  the  reserve  for  doubtful  accounts  appearing  on  that 
page,  based  upon  your  experience,  is  sufficient  to  meet  all 
demands?  A.  I  think  it  is,  Mr.  Zapple.  The  figure  orig¬ 
inally  set  up  I  think  was  originally  $44,000.  The  bad  ac¬ 
counts  to  the  extent/  of  the  difference  between  44  and  26 
have  been  written  off.  In  our  constant  check  of  our  ac¬ 
counts,  we  feel  that  that  is  adequate  and  it  has  been  so 
determined  by  Price  Waterhouse  and  I  presume  by  the 
CAB  who  has  audited  every  inch  of  paper  work  we  have. 

Q.  If  certificated  in  this  proceeding,  do  you  propose  to 
conduct  direct  service  to  all  of  the  points  or  will  you  con¬ 
duct  service  on  the  same  basis  you  are  conducting  it  today 
to  the  points  other  than  the  demand  points  that  you  are 
not  currently  serving?  A.  If  I  understand  your  question, 
it  can  be  answered  this  way:  We  are  now  in  the  process  of 
beginning  to  make  a  financial  study  of  a  proposed  opera¬ 
tion.  On  the  basis  of  the  Examiner’s  report,  we 

30797  have  taken  the  first  step,  which  is  the  drawing  up 
of  the  schedule.  That  schedule  will  provide  for  at 

least  one  daily  service  between  every  point  in  one  area  and 
every  point  in  another  area.  The  principal  points  will  have 
ships  originating  at  them  and  the  other  demand  points, 
with  the  exception  of  some  of  the  so-called  seasonal  demand 
points  where  perishables  are  obviously  going  to  be  the 
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biggest  traffic,  will  receive  daily  service  on  schedule,  as¬ 
suming  a  thousand  pounds.  Those  airplanes  are  routed 
over  those  points,  whether  they  stop  or  not. 

As  to  the  seasonal  points,  it  would  be  foolish  to  set  up 
schedules  to  serve  those  points,  because  the  demand  is  so 
variable  and  the  airplanes  are  available  and  schedules  to 
those  points  would  be  set  up  as  of  the  time  required.  That 
is  a  thirty-airplane  operation. 

Q.  One  question  relating  to  type  of  service  you  are 
rendering  today.  Under  your  letter  of  registration  you  are 
authorized  to  serve  26  established  points.  In  the  sample 
months  that  you  have  indicated  in  your  exhibit,  the  first 
two  months  you  served  only  nine  points,  according  to  pages 
SA-22  and  23.  For  the  month  of  October,  1947,  this  exhibit 
indicates  that  you  only  served  nine  points.  For  the  month 
of  March,  1948,  nine  points.  For  July,  1948,  ten  points. 
For  September,  1948,  15  points,  two  points  being  points 
served  under  an  exemption,  a  special  exemption. 

Would  you  indicate  for  the  record  the  reasons  why  Slick 
did  not  render  service  to  the  other  points  authorized  in  its 
letter  of  registration  other  than  demand  points?  A.  I 
don’t  get  the  last  part  of  your  question,  other  than 
30798  demand  points.  In  other  words,  points  are  set  up 
as  established  points. 

•  •  •  •  • 

Mr.  Lawler:  I  have  two  very  short  ones,  Mr.  Moorman. 

Further  Cross  Examination 
By  Mr.  Lawler: 

Q.  Let  me  see  if  I  get  this  demand  rate  straight.  It  is 
your  general  rate  plus  the  mileage  from  the  principal 
point  to  the  demand  point  that  the  rate  wdll  be  quoted  to? 
A.  No,  I  can  very  clearly  state  it.  The  new  rates  will  have 
as  their  basis  the  same  basis  that  is  now  used  for  the  prin¬ 
cipal  point  charges  in  our  tariff,  which  generally  have  an 
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assumed  ton-mile  return  or  however  it  is  figured.  I  am  no 
tariff  expert.  The  demand  points  rates  are  to  be  based  on 
the  same  basis,  varying  only  because  of  the  mileage  be¬ 
tween  the  demand  point  and  the  principal  point  or  between 
two  demand  points. 

•  •  •  •  • 

30799 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Hankins: 

Q.  Mr.  Moorman,  as  1  understand  it,  you  have  a  some¬ 
what  new  concept  of  demand  service  which  you  have  just 
stated  a  minute  ago.  Am  I  correct  in  understanding  now 
that  you  propose  a  daily  schedule  at  each  and  every  one  of 
your  so-called  demand  points  except  for  a  few  which  may 
simply  be  seasonal  points?  Is  that  correct?  A.  That  is 
true,  and  as  I  said,  that  is  a  schedule  which  we  have  drawn 
up,  a  proposed  schedule  based  on  a  thirty-airplane  opera¬ 
tion  and  based  also  upon  the  route  system  which  we  would 
have  under  the  Examiner’s  recommendations. 

Q.  How  many  of  these  cities  would  you  say  would  be 
seasonal  points  which  would  not  receive  regular  daily  sched¬ 
ules?  A.  I  can  tell  you  in  a  minute.  I  apparently  don’t 
have  what  I  thought  I  had  here. 

Generally,  of  course,  they  are  the  smaller  points  in  both 
California  and  Texas. 

Q.  And  they  would  be  a  comparatively  small  percentage 
of  the  total  number  of  points  served?  A.  Yes,  they  would. 
Exactly  what,  I  am  not  sure. 

Q.  At  each  and  every  one  of  your  stations  which  would 
receive  a  daily  schedule,  they  would  get  a  schedule  both  in 
and  out  every  day,  is  that  right?  A.  Yes,  sir. 

Q.  Would  you  have  your  own  ground  facilities, 

30800  station  personnel,  cargo  handling  personnel,  in  each 
and  every  one  of  those  cities?  A.  That  has  not 
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been  determined,  but  I  have  referred  several  times  to  our 
cursory  study  and  re-basing  of  our  original  cost  studies  and 
they  were  so  conservative  that  it  would  be  my  recommenda¬ 
tion  right  now  to  the  company  that  each  demand  point  ex¬ 
cept  the  seasonal  points  would  have  personnel  and  facili¬ 
ties  owned  and  employed  by  Slick  Airlines. 

•  •  •  •  • 

Examiner  Radcliffe:  I  have  just  one  question  1  would 
like  to  clear  up.  Mr.  Hankins  was  questioning  you  on  sched¬ 
ules.  Do  I  still  understand  that  schedule  would  become  a 
stop  only  when  the  traffic  was  there  or  that  you  would  stop 
at  each  demand  point  as  scheduled? 

The  Witness:  No,  the  demand  point  would  be  a  sched¬ 
uled  stop  only  with  one  thousand  pounds  of  cumulative 
freight  at  that  point. 

Examiner  Radcliffe:  In  other  words,  you  wouldn’t  land 
a  plane  at  a  demand  point  just  to  find  out  if  a  shipment  had 
come? 

The  Witness:  No. 

30871 

•  •  •  •  • 

Charles  A.  Rheinstrom 

was  called  as  a  witness  for  and  on  behalf  of  Willis  Air 
Service,  Inc.,  and  having  been  first  duly  sworn,  was  ex¬ 
amined  and  testified  as  follows: 

Direct  Examination 

By  Mr.  Stimson: 

•  •  •  •  • 

30872  Q.  During  the  last  two  years  or  thereabouts,  you 
have  been  actively  engaged  in  consulting  and  ad¬ 
visory  work  in  the  air  transport  and  related  fields?  A.  I 
have. 
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30875 

•  •  •  *  * 

Cross  Examination 
By  Mr.  Kell: 

•  •  •  •  • 

30877  Q.  With  respect  to  the  proposed  routes  in  the 
eastern  part  of  the  country  between  New  York  and 
Florida  and  Chicago  and  Florida,  which  would  you  say  is 
the  stronger  route!  A.  The  New  York  to  Florida  route 
is  the  stronger,  but  I  don’t  wish  to  imply  that  the  other 
one  isn’t  strong. 

Q.  You  are,  of  course,  familiar  with  the  fact  that  there 
are  now  two  carriers  operating  freight  services  between  the 
Chicago  area  and  the  Florida  area,  are  you  not!  A.  Are 
you  referring  to  Eastern  and  Delta! 

Q.  That  is  right.  A.  I  believe  each  has  some  cargo 
service. 

Q.  As  a  traffic  expert  with  many,  many  years  experience 
in  this  business,  Mr  Rheinstrom,  would  you  say  that  there 
is  room  for  a  third  carrier  between  Chicago  and  Florida! 
A.  Yes,  maybe  more.  I  don’t  think  any  of  the  present  car¬ 
riers  or  anyone  at  all  has  ever  even  scratched  the  surface 
of  the  cargo  traffic  that  is  available  between  the  midwTest, 
including  Chicago,  and  Florida. 

Q.  Are  you  familiar  with  the  cargo  set-up  of  Delta  Air¬ 
lines!  A.  Not  intimately. 

Q.  How  can  you  say  that  the  traffic  potential  has  not 
been  developed  between  those  points  by  Delta  if  you  are  not 
familiar  with  their  cargo  set-up!  A.  Well,  I  have  a  suffi¬ 
cient  knowledge  in  a  general  way  to  have  reached  that 
opinion. 
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30885 

•  •  •  •  • 

Richard  W.  Gilbert 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Stimson: 

Q.  Will  you  give  your  full  name  and  address  to  the  re¬ 
porter,  Mr.  Gilbert?  A.  Richard  W.  Gilbert,  Brooklyn, 
New  York. 

#  #  *  •  • 

30893 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Moye: 

•  •  •  •  • 

30913 

•  •  •  •  • 

Q.  Referring  to  your  pages  6  and  7  of  your  exhibit, 
which  is  a  commodity  analysis  for  March,  and  also  to  page 
32-C  of  your  original  exhibits  in  this  case,  if  you  have  a 
copy.  A.  No,  we  haven’t. 

Q.  The  original  exhibits  that  I  have  referred  to  show 
that  during  March  in  Florida  the  following  commodities  are 
in  season  for  shipping :  Beans,  cabbage,  celery,  cucumbers, 
egg  plant,  grapefruit,  lettuce,  oranges,  peas,  peppers,  po¬ 
tatoes,  strawberries,  tangerines,  tomatoes.  Can  you  tell 
me  if  any  of  these  commodity  classifications  which  you 
show  for  March,  1948,  include  those  items  that  I  have  just 
listed?  In  other  words,  did  you  move  any  of  them? 

30914  A.  We  may  have  moved  some.  I  can’t  say  for  sure 
on  those  specific  items  you  have  mentioned.  We 

certainly  haven’t  moved  what  we  might  have  moved  or  what 
the  potential  would  be  there.  Unfortunately  that  area  has 
not  been  given  its  fair  opportunity  or  chance  for  develop¬ 
ment  by  a  long  chance  on  those  perishable  commodities  out 
of  the  area.  We  have  since  that  period  been  conducting 
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quite  an  investigation  down  there.  We  have  considerable 
interest  from  the  producers  of  a  good  many  of  those  com¬ 
modities  that  you  have  indicated  down  there  who  are  in¬ 
terested  in  the  new  marketing  methods  that  air  transporta¬ 
tion  is  able  to  offer  to  markets  such  as  New  York,  the  mid¬ 
west  areas,  the  New  England  area,  and  so  forth. 

Q.  I  believe  at  the  original  hearing  in  this  proceeding 
about  two  years  ago  those  same  people  had  also  displayed 
an  interest,  had  they  not?  A.  They  unquestionably  did. 
Unfortunately,  Willis  has  not  had  the  money  to  be  able  to 
go  out  and  help  those  people  develop  those  commodities  for 
air  transportation.  You  have  to  remember  that  you  don’t 
merely  put  them  on  the  plane  as  you  do  a  shipment  that  is 
being  prepared  for  surface  transportation.  Commodities 
going  into  the  air  represent  to  the  ultimate  consumer  a  new 
type  of  commodity,  possibly  a  vine-ripened  or  next  to  vine- 
ripened  commodity  that  he  had  not  been  able  to  receive 
before,  a  commodity  that  didn’t  have  to  go  into  a  freezing 
process  before  he  received  it.  We  have  been  down  there 
and  have  seen  and  know  what  the  potential  is.  We  know 
that  there  is  a  virgin  field  for  development  there.  However, 
we  cannot  afford  to  exploit  this  thing  until  and 
30915  unless  we  know  that  we  have  an  airline  system  that 
is  going  to  serve  that  point. 

Q.  For  this  period  during  which  Willis  was  not  able  to 
spend  the  time  that  it  wanted  to  down  in  Florida,  was  that 
the  same  period  of  time  that  it  was  quoting  the  Puerto 
Rico  traffic?  That  is  true,  isn’t  it?  A.  Yes  and  no.  Youf 
question  is  partially  correct.  Time  represents  money.  They 
go  hand  in  hand.  It  has  been  necessary  for  us  to  develop 
the  commodities  that  call  for  the  least  expense  in  develop¬ 
ment.  Those  commodities  have  been  the  flower-type  com¬ 
modity.  We  have  been  able  to  get  good  load  factors  and 
tonnage  developed  out  of  those  areas  when  those  items 
were  in  season.  We  have  not  had  the  capitalization  or  the 
funds  available  to  exploit  in  a  territory  that  we  have  no 
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guarantee  that  we  will  be  serving  even  tomorrow.  We  are 
more  impressed  by  what  has  happened  to  us  on  the  Puerto 
Rican  operation.  There  was  an  operation  that  we  had  de¬ 
veloped  a  tonnage  far  in  excess  of  the  combination  of  all 
carriers  going  in  and  out  of  that  area,  had  developed  a 
clientele  that  was  quite  sold  on  the  air  freight  transporta¬ 
tion  and  having  just  about  brought  that  up  to  what  was  a 
real  air  freight  transportation  system  at  that  very  moment 
we  got  thrown  out  of  it.  That  can  happen  by  something 
that  you  or  somebody  else  might  do  around  here  in  regard 
to  this  Florida  thing.  We  can’t  do  that.  We  have  got  to 
save  every  penny  and  we  have  got  to  wait  until  we  know 
what  we  have.  In  the  meantime,  we  are  going  to  keep  our¬ 
selves  going.  We  are  going  to  do  everything  we  can  to 
develop  air  freight  "within  our  limitations,  but  these  limita¬ 
tions  will  be  materially  relieved  of  us  at  the  time 

30916  we  know  where  our  airline  goes. 

•  •  •  •  • 

30917 

•  •  •  •  • 

Q.  Have  you  carried  any  lobsters  recently!  A.  Not  re¬ 
cently,  no. 

Q.  How  long  has  it  been  since  you  carried  them!  A.  On 
any  volume  basis  it  has  been  a  year  or  so. 

•  •  #  •  • 

301)42 

•  •  •  •  • 

By  Mr.  Moye: 

Q.  I  am  not  sure  whether  I  have  asked  this  question. 
Why  did  you  choose  to  so  lease  vour  aircraft  in  the  light 
of  this  tremendous  air  freight  potential  which  you  indicate 
exists  in  Florida!  A.  Mr.  Moye,  on  occasions  that  those 
leases  were  effected  I  think  you  will  find  that  they  are 
during  the  slack  producing  seasons  out  of  the  Florida  area. 
Further,  I  want  to  remind  you  that  we  don’t  feel  that  the 
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potential  out  of  that  area  has  been  scratched.  There  is  a 
long  way  to  go  in  that  thing.  We  have  not  had  the  time  or 
the  money  to  be  able  to  develop  out  of  that  area  what  we 
feel  the  potential  is.  We  have  really  been  working  that 
area  just  within  relatively  a  year’s  time. 

To  get  produce  into  the  air  involves  more  than  a  year. 
Even  with  that,  we  have  developed  substantial  volumes  out 
of  that  area  but  they,  we  do  not  feel,  represent  anything 
like  what  can  come  out  of  that  area  and  what  will 
30943  come  out  of  that  area  if  we  are  certificated  and 
know  that  we  have  a  business  in  the  Florida  area. 
At  that  time  we  will  know  we  have  something  secure  of  our 
own  and  we  can  go  out  and  work  up  that  business. 

In  the  meantime  we  are  working  in  the  dark.  We  don’t 
know  how  long  we  will  be  permitted  to  fly  to  Florida.  With 
our  limited  resources  it  is  not  economically  wise  to  over¬ 
extend  ourselves  with  the  uncertainty  of  our  position  as  it 
is  today. 

Q.  Does  that  answer  boil  down  to  a  few  words  meaning 
that  at  the  time  you  made  these  leases  you  did  not  have  any 
air  freight  to  put  into  the  airplane  to  bring  north?  A, 
Very  definitely.  We  are  committed  to  the  air  freight  busi¬ 
ness  and  that  is  what  we  are  trying  to  develop. 

Q.  And  if  you  had  had  air  freight  you  would  have  put  it 
in  these  planes?  A.  We  very  definitely  would  have. 

Q.  That  same  answer  also  applies  to  the  times  on  which 
you  dead-headed  your  plane  north?  A.  That  is  right.  We 
sure  would  not  have  dead-headed  a  plane  if  we  had  had 
some  freight. 

#  •  •  •  • 
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Direct  Examination 


By  Mr.  Kell: 

Q.  Mr.  Pate,  for  the  record,  will  you  please  state 
31006  your  name  and  your  position  with  Delta  Airlines? 
A.  Paul  W.  Pate,  cargo  sales  manager. 
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Q.  Would  you  please  describe  briefly  your  experience  in 
the  field  of  freight  transportation!  A.  I  first  entered  the 
freight  transportation  field  in  1935  in  the  motor  freight 
transportation  business  and  served  as  traffic  manager  of 
a  large  truck  line  for  several  years.  That  was  from  1935 
until  1942.  I  was  in  the  Army  from  1942  to  1943  handling 
transportation  matters  at  an  Air  Corps  field  in  Alabama. 
I  joined  Delta  in  November  and  December  of  1943  in  its 
planning  and  research  department  and  have  continued  with 
Delta  until  this  date.  I  organized  Delta’s  cargo  department 
in  November  of  1944. 

Q.  And  you  have  continued  in  that  capacity  since  then! 
A.  That  is  correct. 

Q.  Were  Exhibits  D-l  through  D-4  prepared  by  you  or 
under  your  supervision  and  direction?  A.  They  were. 

Q.  Are  they  true  and  correct  to  the  best  of  your  know’- 
ledge  and  belief?  A.  They  are. 

Q.  I  believe  you  have  a  comment  to  make  about  Exhibit 
D-3  regarding  load  factors?  A.  Yes.  The  load  factors  as 
shown  cover  air  freight  only.  In  addition  to  the  freight 
which  was  on  these  planes,  there  was  also  air  express  and 
air  mail 

Q.  How  many  cargo  planes  does  Delta  presently  have? 
A.  They  have  two  airplanes.  They  are  C-47’s. 

Q.  They  are  in  scheduled  service,  are  they  not? 
31007  A.  That  is  correct. 

Q.  Do  these  ships  operate  into  any  cities  which 
are  not  shown  in  the  official  airline  guide?  A.  Yes,  we  have 
flag  stop  service  on  the  Chicago  to  Atlanta  leg  at  Knox¬ 
ville,  Chattanooga,  Lexington,  Kentucky;  Richmond,  Indi¬ 
ana;  and  Kokomo,  Indiana;  in  addition  to  the  scheduled 
points.  On  the  western  leg,  from  Atlanta  to  Fort  Worth, 
we  have  flag  stop  service  at  Alexandria,  Baton  Rouge, 
Louisiana;  Shreveport,  Louisiana;  Tyler,  Texas;  and  Long¬ 
view,  Texas. 

Q.  What  other  types  of  aircraft  does  Delta  operate? 
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A.  Delta  operates  DC-4’s  which  have  unusual  cargo  capa¬ 
city  in  that  they  have  only  44  seats.  The  cargo  bins  are 
more  spacious  than  DC-4’s  operated  by  certain  other  car¬ 
riers  and  we  can,  under  normal  load  conditions  with  the 
maximum  passenger  capacity,  carry  6,000  pounds  or  more 
of  freight,  which  we  have  done  on  many  occasions.  We  also 
operate  DC-4  equipment  which  will  carry  approximately 
3,000  pounds  in  addition  to  a  full  passenger  load.  Our  C- 
47’s,  which  carry  21  passengers,  will  also  carry  approxi¬ 
mately  2,000  pounds  under  normal  conditions. 

Q.  You  mean  the  DC-3  type?  A.  DC-3. 

Q.  Would  you  describe  briefly  Delta’s  advertising  cam¬ 
paign  with  respect  to  air  freight? 

Mr.  Miller:  Mr.  Examiner,  I  believe  this  goes  beyond 
the  scope  of  the  Board’s  order. 

Mr.  Kell:  Mr.  Examiner,  perhaps  Mr.  Miller  is  right. 
I  was  endeavoring  to  try  to  bring  up  as  briefly  as  pos¬ 
sible  the  picture  of  Delta’s  activities  in  the  air 
31008  freight  field  for  the  past  year  up  to  date,  since  these 
figures  which  have  been  presented  for  various 
months  were  made. 

Mr.  Miller:  Mr.  Examiner,  I  object  to  this  line  of  in¬ 
quiry  because  while  it  might  not  take  long  for  Delta  to  do 
that,  I  think  it  would  set  a  bad  precedent  in  this  case  and 
if  one  party  were  permitted  to  do  that,  I  am  afraid  other 
parties  would  want  to  do  the  same  thing  and  it  is  beyond 
the  scope  of  the  Board’s  order. 

Mr.  Rett :  Mr.  Examiner,  I  think  Delta  is  entitled  to  ex¬ 
plain  some  basis  for  the  data  that  is  being  presented  here. 

Mr.  Kell:  That  is  my  sole  thought,  Mr.  Examiner,  to 
bring  the  thing  up  to  date  very  briefly.  As  a  matter  of 
fact,  I  will  be  through  here  in  less  than  five  minutes. 

Examiner  Radcliffe:  I  will  sustain  the  objection  on  the 
ground  that  this  particular  question  is  beyond  the  scope  of 
the  Board’s  order,  Mr.  KelL 
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By  Mr.  Kell: 

Q.  Mr.  Pate,  does  Delta  have  cargo  representative  per¬ 
sonnel  who  are  exclusively  devoting  their  time  to  the  de¬ 
velopment  of  selling  in  air  freight?  A.  We  have  two  ex¬ 
clusive  cargo  salesmen  in  Chicago,  one  in  Cincinnati,  one 
and  one-half  in  Atlanta,  one  in  New  Orleans,  one  in  Dallas. 
These  men  do  nothing  but  solicit  cargo.  In  addition  to 
these  exclusive  cargo  men,  all  of  our  traffic  personnel  spend 
a  substantial  part  of  their  working  day  in  the  development 
of  cargo  business. 

Mr.  Miller:  Mr.  Examiner,  I  believe  this  line  of  inquiry 
is  subject  to  the  same  objection.  I  don’t  know  to 
31009  what  inquiry  of  the  Board  this  information  is  re¬ 
lated. 

Examiner  Kadcliffe:  The  objection  comes  after  the  an¬ 
swer  so  I  will  let  it  stand,  Mr.  Miller. 

Mr.  Move:  Mr.  Examiner,  I  would  like  to  point  out  at 
this  point,  I  believe  that  one  applicant  already  has  been 
able  to  lay  the  rationale  for  its  freight  services  to  bring 
the  record  more  or  less  up  to  date  from  the  time  of  the 
close  of  the  hearing  going  into  matters  a  bit  more  general 
than  might  specifically  be  called  for  by  the  Board’s  order. 

Mr.  Meyers :  Mr.  Examiner,  if  Mr.  Moye  will  look  at  the 
order,  he  will  find  that  the  applicants  are  asking  for  more 
than  the  certificated  carriers  at  this  point. 

Mr.  Kell:  Mr.  Examiner,  I  think  that  is  true,  they  are 
asking  for  more,  but  I  think  the  Board  certainly  wants  the 
complete  picture  of  it.  The  certificated  airlines  are  engaged 
in  the  transportation  of  freight,  certainly  Delta  is,  and  the 
applicants  are  too  on  a  non-certificated  basis.  It  would 
seem  to  me  that  the  Board  would  want  a  complete  record. 
If  we  are  not  going  to  be  permitted  to  come  in  here  and 
tell  you  what  we  have  done  for  the  last  year  as  briefly  as 
we  can,  I  feel  that  the  Board  is  not  going  to  get  the  kind 
of  picture  it  would  like  to  have. 
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Examiner  Radcliffe :  Gentlemen,  I  indicated  in  the  open¬ 
ing  statement  that  the  scope  of  this  proceeding  was  as 
established  by  the  Board’s  order,  that  I  would  sustain 
objections  to  material  that  went  beyond  that  scope.  I  have 
endeavored  to  stick  to  that  statement  and  I  will  continue 
to  do  so. 

By  Mr.  Kell: 

31010  Q.  Referring  to  Delta’s  cargo  and  combination 
ships,  Mr.  Pate,  does  Delta  have  adequate  space  to 
carry  all  the  freight  that  it  has  been  offered  in  the  past? 
A.  We  have  more  than  adequate  space  to  carry  all  the 
freight  which  has  been  tendered  to  us  and  our  refusals  of 
traffic  are  practically  niL 

Q.  Does  Delta  have  adequate  ground  handling  equip¬ 
ment  to  handle  large  and  heavy  pieces?  A.  Yes,  we  do. 
We  have  fork  lift  equipment  in  our  largest  cities  and  we 
have  other  types  of  loading  and  unloading  conveyances  at 
our  minor  cities. 

Q.  What  is  being  done  at  present  to  increase  the  north¬ 
bound  traffic  loads? 

Mr.  Miller:  Same  objection,  Mr.  Examiner. 

Examiner  Radcliffe :  Sustained. 

Mr.  Rett:  I  submit,  Mr.  Examiner,  there  is  certainly 
relevance  on  the  exhibits  that  he  has  presented. 

Mr.  Moye :  Mr.  Examiner,  this  is  perfectly  relevant. 

Examiner  Radcliffe:  Mr.  Moye,  will  you  point  to  that 
portion  of  the  Board’s  order  under  which  that  is  included? 

Mr.  Moye :  I  don’t  believe  the  Board’s  order  was  intend¬ 
ed  to  define  one  hundred  per  cent  the  scope  of  this  pro¬ 
ceeding.  Otherwise  there  would  have  been  no  purpose  in 
having  a  pre-hearing  conference.  As  you  recall,  we  had  to 
agree  to  certain  things  at  that  pre-hearing  conference.  The 
purpose  of  this  proceeding  is  to  develop  facts,  not  to  con¬ 
ceal  facts,  as  the  applicants  apparently  want  to  do. 

Examiner  Radcliffe:  Can  you  point  to  the  place  in  the 
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Board’s  order  or  the  pre-hearing  conference  report  where 
it  was  agreed  that  this  evidence  would  be  submitted 

31011  and  received? 

Mr.  Moye :  I  can  point  to  the  Board’s  order  where 
it  asks  that  Delta  and  the  certificated  carriers  put  into  the 
record  certain  data,  commodity  data,  as  to  what  they  have 
hauled.  It  seems  to  me  they  are  entitled  to  explain  that 
data  in  terms  of  their  air  freight  service  as  a  whole.  We 
want  to  put  in  all  the  facts  that  are  relevant  and  bear  on 
the  entire  air  freight  picture.  We  don’t  want  to  try  to 
conceal  things.  I  don’t  think  that  the  Board’s  order  ought 
to  be  used  as  a  device  to  hide  relevant  and  factual  material 
bearing  on  the  air  freight  picture. 

Examiner  Radcliffe:  This  hearing  is  being  conducted 
pursuant  to  the  Board’s  order.  The  ruling  will  stand.  Will 
you  proceed,  Mr.  Kell? 

Mr.  Kell:  Mr.  Examiner,  I  will  not  pursue  this  line  of 
inquiry  further,  but  Mr.  Pate  does  have  figures.  Now,  Pub¬ 
lic  Counsel  has  requested  that  we  submit  certain  evidence 
which  we  have  endeavored  to  do,  figures  for  four  different 
monthly  periods.  Mr.  Pate  has  those  figures  of  the  ton- 
miles  and  the  pound-miles,  I  believe,  of  freight  moved  by 
Delta  for  each  of  those  months  that  I  would  like  to  have 
him  read  into  the  record,  if  there  is  no  objection,  from 
January  up  to  the  present,  which  will  give  us  a  complete 
picture,  then,  not  just  four  months,  but  a  complete  picture. 

Mr.  Miller :  Isn’t  that  in  your  form  41’s,  your  total  ton- 
miles?  I  am  sure  it  is. 

Mr.  Beitel:  The  form  41’s  are  stipulated  and  according 
to  the  ruling  at  the  pre-hearing  conference,  the  material  is 
to  be  limited  to  those  months  shown  in  the  exhibits 

31012  of  the  parties  and  I  object  to  reading  additional 
exhibits  and  figures  into  this  record  now. 

Mr.  Kell:  There  would  only  be  one  figure  for  each 
month.  If  they  are  in  the  form  41  reports,  we  don’t  need 
to  read  them  into  the  record. 
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Examiner  Radcliffe :  Very  well  You  withdraw  the  ques¬ 
tion? 

Mr.  Kell:  Cross  examine. 

Examiner  Radcliffe :  Cross  examination.  U.  S.  Airlines, 
Mr.  Beitel? 

Cross  Examination 

By  Mr.  Beitel : 

•  •  •  •  # 

31013 

•  •  •  •  • 

Q.  Mr.  Pate,  in  your  opinion  are  these  two  air  freight 
airplanes  which  Delta  now  has  sufficient  to  carry  all  of  the 
air  freight  potential  which  Delta  has  along  its  routes  be¬ 
tween  the  terminal  cities?  A.  It  is  sufficient  to  carry  the 
traffic  that  we  have  so  far  been  able  to  develop,  but  not 

sufficient  to  carry  the  traffic  that  we  hope  to  and  intend  to 

develop  in  the  future.  When  such  traffic  is  developed  ad¬ 
ditional  planes  will  be  added. 

Q.  In  scheduling  the  freight  which  you  transport  in  your 
all  freight  airplanes  as  distinguished  from  your  freight 
which  you  transport  in  your  combination  freight  planes, 
do  you  have  any  company  policy  of  what  time  you  will  ship 
the  shipments? 

Examiner  Radcliffe:  Can  you  clarify  that? 

By  Mr.  Beitel: 

Q.  In  other  words,  when  you  ship  freight,  do  you  ship 
it  on  the  next  schedule  out?  A.  It  depends  upon  the  desti¬ 
nation  and  the  type  of  shipment  and  our  arrangements 
with  the  particular  shipper. 

Q.  What  is  your  general  policy  ?  A.  Our  general  policy 
is  to  perform  overnight  delivery.  We  have  made  special 
arrangements  and  do  make  special  arrangements  almost 
every  day  to  transport  shipments  offered  to  us  in  the 
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morning  and  deliver  them  at  destination  in  the  afternoon 
if  that  is  the  type  of  service  that  the  shippers  and 

31014  consignees  want 

Q.  Is  it  the  general  policy  of  the  company  in  the 
event  that  no  particular  request  is  made  to  hold  the  freight 
for  the  all-freight  airplanes?  A.  Between  the  points 
where  the  air  freight  is  operated,  that  is  the  general  policy, 
but  it  by  no  means  covers  all  cases  or  even  a  very  large 
majority  of  cases. 

Q.  Then  since  your  combination  airplanes  have  not  been 
operated  at  all  full  load  factors,  you  could,  could  you  not, 
have  carried  some  of  the  freight,  which  is  shown  to  make 
up  the  load  factor  on  Exhibit  3,  in  those  combination  air¬ 
planes?  A.  If  I  understand  your  question  to  mean  that 
some  of  the  traffic  that  we  carried  on  our  combination  air¬ 
craft  could  have  been  carried  on  our  all-freight  airplanes, 
the  answer  is  yes. 

Q.  And  the  reverse  is  also  true,  isn’t  it,  some  of  the 
traffic  on  the  all-freight  planes  could  have  been  carried  on 
the  combination  planes?  A.  Some,  but  by  no  means  all. 

Q.  Why  not  all?  A.  Because  the  capacity  would  not 
accommodate  it  The  capacity  of  the  combination  aircraft 
would  not  accommodate  the  traffic  available.  Let’s  not 
overlook  the  fact  that  the  load  factors  shown  on  this  ex¬ 
hibit  are  showm  for  air  freight  only  and  express  and  mail 
have  not  been  indicated  in  this  exhibit. 

Q.  I  understood  that.  Do  your  all-freight  airplanes  car¬ 
ry  more  express  and  mail  than  they  carry  freight? 

31015  A.  No. 

t  •  i  •  • 

31018 

•  •  •  •  • 

Further  Cross  Examination 
By  Mr.  Bishop: 

Q.  As  I  understand  it,  the  mail  and  express  is  carried 
on  your  all-cargo  freighters.  What  w’ould  be  done  with 
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that  in  the  event  of  an  increase  in  the  freight!  A.  We 
would  simply  put  on  more  equipment  if  it  were  necessary. 

Q.  Do  you  have  any  conversion  figures  for  your  exhibit 
showing  the  load  factors  which  would  give  some  idea  as 
to  whether  there  has  been  any  displacement  to  lower  those 
load  factors  by  reason  of  the  air  mail  and  express  on 
those  freighters!  Has  there  been  any  effect  of  that  kind? 
A.  Do  you  mean  that  we  have  been  forced  to  refuse  freight 
due  to  the  presence  of  air  mail  and  air  express,  is  that  the 
question? 

Q.  You  made  a  general  statement  that  you  were  refus¬ 
ing  no  freight,  but  as  to  which  planes  you  put  that  in,  that 
would  not  cover  it.  I  want  to  know  whether  you  have  dis¬ 
placed  any  freight  and  lowered  those  factors  by  reason 
of  the  air  mail  and  express?  A.  No,  sir.  As  a 

31019  matter  of  fact,  with  the  present  loads  including 
air  mail,  air  express  and  air  freight,  we  are  in 

a  position  to  accommodate  a  very  large  addition  in  our 
traffic,  whether  it  be  freight,  express  or  mail 

•  #  •  •  • 

31020 

Harry  K.  Playford 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Beitel : 

Q.  Will  you  state  your  full  name  for  the  record,  please? 

A.  Harry  R.  Playford. 

•  •  *  •  • 

31021  Q.  Are  you  the  president  of  the  U.  S.  Airlines, 

Inc.?  A.  I  am. 

*  *  #  •  • 

Q.  Were  Exhibits  Nos.  US-101,  102  and  103  prepared 
under  your  supervision  and  direction?  A.  Yes,  they  were. 

Q.  Is  the  information  contained  in  those  exhibits  cor¬ 
rect  to  the  best  of  vour  knowledge  and  belief?  A.  It  is. 
Q.  Mr.  Playford,  Exhibit  US-101  states  that  in  October, 
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1947,  U.  S.  Airlines  suspended  its  operation.  Will  you 
explain,  please,  what  factors  entered  into  the  decision  of 
the  company  to  suspend  its  service? 

•  •  •  •  • 

31022 

•  •  •  •  • 

A.  As  I  started  to  say,  we  felt  that  up  to  the  time  of  the 
suspension  we  had  definitely  proven  our  ability  to  operate 
a  freight  airline.  Another  important  reason  at  the  time 
was  the  fact  that  the  various  freight  operators  had  indi¬ 
cated  that  some  of  the  certificated  lines  were  apparently 
getting  into  what  we  considered  a  rate  war.  After  we  felt 
that  wTe  saw  which  way  the  trend  was  going  at  the  time, 
we  decided  to  suspend  operations  at  that  time  because  we 
did  not  feel  that  we  wanted  to  dissipate  the  funds  that 
we  had  as  far  as  the  company  was  concerned.  It  just  hap¬ 
pens  that  I  was  in  a  rather  awkward  position  to  attempt 
to  decide  what  we  were  about  to  do.  It  was  a  question  as 
president  of  a  freight  airline  as  to  whether  we  should  con¬ 
tinue  to  operate  and  definitely  know  that  we  were  going 
to  lose  money.  On  the  other  hand,  unfortunately  some¬ 
times  I  am  considered  a  banker  and  I  had  to  look 

31023  at  it  from  that  angle.  Also,  the  responsibility  that 
I  personally  had  to  the  stockholders  that  invested 

in  our  company.  From  the  economic  side  of  it  I  couldn’t 
possibly  see  why  we  should  continue  to  operate  and  know 
that  we  were  going  to  lose  money  under  the  circumstances. 
1  Q.  Mr.  Playford,  just  what  did  this  suspension  of  serv¬ 
ice  mean?  Was  it  a  complete  abandonment  of  the  opera¬ 
tion?  A.  It  was  not  a  complete  abandonment. 

Q.  Was  it  the  intention  of  U.  S.  Airlines  at  that  time 
to  quit  the  air  freight  business?  A.  Well,  I  think  our 
record  will  more  or  less  answer  that,  but  to  elaborate  on  it 
a  little  bit,  we  had  never  completely  suspended  operations. 
The  equipment  that  we  have  when  we  suspended  operat- 
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ing  the  equipment  ourselves  we  leased  out  and  we  con¬ 
tinued  to  keep  the  key  personnel  of  the  organization  in¬ 
tact  so  that  when  it  looked  as  though  the  thing  might  clear 
up  we  were  ready  to  go  ahead  and  at  the  same  time  we  had 
been  making  arrangements  for  the  lease  of  military  equip¬ 
ment  which  we  now  have. 

Q.  You  did  resume  operations,  did  you  not?  A.  Yes, 
we  did  resume  operations. 

Examiner  Radcliffe:  Isn’t  that  covered  in  your  narra¬ 
tive? 

The  Witness:  It  may  be.  Yes,  it  is  in  the  record.  I  think 
we  started  in  May. 

•  •  •  •  • 

31024  Q.  Why  did  U.  S.  Airlines  resume  its  opera¬ 
tions,  Mr.  Playford?  A.  We  resumed  operations 
because  we  felt  that  some  action  was  going  to  be  taken 
by  the  Board  and,  of  course,  at  all  times  we  feel  as  though 
it  will  be  in  our  favor. 

Q.  What  does  this  present  operation  consist  of?  Howt 
many  airplanes  do  you  operate?  A.  We  have  three  C-47’s 
and  we  have  acquired  five  C-46’s,  of  which  two  are  in  opera¬ 
tion  now  and  the  other  three  are  in  the  process  of  conver¬ 
sion. 

Q.  What  are  the  plans  of  U.  S.  Airlines  with  respect  to 
the  operations  it  is  now  conducting? 

Mr.  Gribbon:  I  object  to  that,  Mr.  Examiner.  I  think 
that  goes  beyond  fitness,  willingness  and  ability.  It  is 
simply  a  question  of  plans. 

Mr.  Beitel:  Mr.  Examiner,  this  refers  to  the  present 
operations  of  the  company.  I  think  it  is  a  proper  question. 

•  •  •  •  o 

Examiner  Radcliffe:  Insofar  as  it  relates  to  the  in¬ 
tention  to  continue  or  discontinue,  we  will  permit  an  an¬ 
swer. 
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31025  The  Witness:  We  certainly  intend  to  continue 
just  on  the  scale  as  we  are  operating  now  until  we 

find  out  what  the  decision  of  the  Board  is  going  to  be.  The 
main  reason  for  that,  crudely  saying  it,  is  to  keep  the 
wheels  of  the  organization  well  greased.  WTe  can’t  possibly 
shut  down  and  intend  to  open  up  operations  again  with¬ 
out  a  great  deal  of  delay  in  the  event  that  we  are  certifi¬ 
cated. 

By  Mr.  Beitel : 

Q.  Is  this  present  operation  typical  of  what  U.  S.  Air¬ 
lines  will  do  w’hen  it  receives  its  certificate  of  convenience 
and  necessity?  A.  By  no  means  is  it  any  indication  of 
what  we  intend  to  do. 

•  *  *  •  • 

Q.  With  respect  to  the  question,  Mr.  Playford,  wdiat  if 
an}r  changes  have  taken  place  in  the  plans  of  U.  S.  Air¬ 
lines  for  operations  when  it  receives  a  certificate  of  con¬ 
venience  and  necessity? 

•  •  «  •  • 

31026 

*  •  •  •  • 

The  Witness:  W’hen  I  answer,  I  am  referring  to  what 
we  testified  in  the  original  case.  Our  plans  by  no  means 
have  been  changed  and  we  feel  that  we  are  in  a  good  finan¬ 
cial  condition  to  go  ahead  with  those  plans. 

By  Mr.  Beitel: 

Q.  Exhibit  No.  102  shows  that  some  of  the  oflBcers  and 
directors  of  the  company  have  been  changed  since  the 
original  hearing.  What  is  the  reason  for  the  changes  which 
have  taken  place?  A.  Well,  it  is  just  like  any  organiza¬ 
tion.  In  the  beginning  of  the  company,  after  we  had  sold 
the  stock,  the  Board  of  Directors  was  set  up  for  particu¬ 
lar  reasons  at  that  time  and  consequently,  at  various  an- 
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nual  meetings,  at  the  election  of  the  officers,  I  felt  were 
gradually  improved,  that  we  now  have  a  Board  of  Di¬ 
rectors  that  are  really  interested  in  the  company 

31027  and  I  feel  that  they  will  be  and  could  be  and  have 
been  a  great  help  to  it. 

•  •  •  •  i 

Q.  Mr.  Playford,  the  Board’s  order  reopening  this  pro¬ 
ceeding  requested  evidence  of  the  extent  to  which  demand 
service  has  been  utilized  for  cargo  transportation  and  of 
the  public  response  to  such  service.  What  is  the  position 
of  U.  S.  Airlines  with  respect  to  rendering  demand  serv¬ 
ice?  A.  Well,  of  course,  we  never  have  used  the  term 
“demand  service”  I  don’t  believe.  If  we  have,  it  has  been 
because  everyone  else  seems  to  refer  to  it  as  demand  serv¬ 
ice.  We  refer  to  it  as  an  area  service.  We  are  still  con¬ 
vinced  that  the  only  way  this  freight  business  can  be  handl¬ 
ed  is  on  an  area  basis. 

•  •  •  •  • 

31028 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Kell: 

Q.  Mr.  Playford,  I  believe  you  stated  you  suspended 
services  in  October,  1947.  That  is  correct,  isn’t  it?  A. 
That  is  correct. 

Q.  Did  you  say  that  the  principal  reason  for  the  sus¬ 
pension  was  a  threat  of  a  rate  war?  A.  That  was  the 
principal  reason  at  that  time.  If  you  care  to  allow  me  to 
elaborate  a  little  bit,  had  we  thought  of  it  or  had  we  known 
the  final  results  of  it,  we  may  not  have  suspended  opera¬ 
tions,  but  the  picture  looked  very  blue  at  the  time  and 
particularly  on  the  coast  to  coast  operation.  We  felt  that 
the  whole  nation  was  going  to  be  involved  in  that  same 
type  of  competition. 
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Q.  That  was  principally  on  the  east-west  transconti¬ 
nental  route?  A.  That  is  right. 

Q.  Were  you  involved  in  a  rate  war  at  all  between  the 
Chicago  area  and  the  Florida  and  Atlanta  area?  A.  Not 
as  far  as  the  certificated  lines  were  concerned,  but  we  did 
experience  some  trouble. 

Q.  In  other  words,  Eastern  and  Delta  did  not  cut  their 
rates,  did  they?  A.  No,  sir,  they  did  not. 

Q.  But  U.  S.  did  cut  their  rates?  A.  We  never  cut  our 
rates  below  the  tariff  that  we  have. 

31029  Q.  Aren’t  you  today  operating  at  rates  lower 
than  Delta  and  Eastern?  A.  If  your  rates  are 
higher  than  an  average  of  18%  cents,  then  we  are  operat¬ 
ing  at  a  low'er  rate. 

Q.  Will  you  accept  my  figures  that  Delta’s  rates  are  ap¬ 
proximately  20  or  21  cents  average?  You  say  you  resumed 
operations  in  May?  Why?  A.  Why  did  we  resume  opera¬ 
tions  in  May? 

Q.  Yes.  A.  Well,  the  Board  brought  out  this  minimum 
rate  order  which  was  an  encouraging  move  as  we  felt.  It 
was  by  no  means  sufficient.  It  didn’t  go  far  enough,  but 
that  was  one  reason.  There  were  also  various  things,  as 
we  in  this  business  realize.  You  run  in  and  out  of  Wash¬ 
ington  a  number  of  times  and  you  either  get  a  lot  of 
encouragement  or  you  are  discouraged.  Many  of  these 
trips  around  the  country  inclined  us  to  be  encouraged  to 
resume  our  operation  because  we  felt  that  some  definite 
action  in  our  favor  was  going  to  be  taken.  That  was  as¬ 
sumed. 

i  Q.  You  had  had  a  favorable  Examiner’s  report  with  re¬ 
spect  to  your  proposal,  too,  had  you  not?  A.  Not  too 
favorable,  but  it  was  in  our  favor. 

i  •  •  i  i 

31032 

•  •  •  •  • 

i  Q.  Could  you  operate  the  routes  suggested  and  recom¬ 
mended  to  you  by  the  Examiner  successfully?  A.  We 
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would  try  awfully  hard,  but  we  still  feel  as  though  we  are 
going  to  need  what  we  have  applied  for. 

•  •  •  •  • 

31033 

•  •  •  •  • 

Q.  Mr.  Playford,  have  you  ever  transported  any  Alden’s 
shipments  out  of  Chicago?  A.  Yes,  we  originated  that 
field. 

Q.  Why  did  you  lose  it?  A.  We  didn’t  lose  it.  We  turned 
it  down. 

Q.  Oh,  you  turned  it  down?  A.  Yes. 

Q.  You  never  did  carry  any  of  their  shipments,  then, 
did  you  ?  A.  I  am  sure  that  we  did,  but  I  can’t  tell  specifi¬ 
cally.  I  would  have  to  go  through  the  records  to  find  out, 
but  I  am  sure  that  we  brought  down  one  or  two  loads  for 
them. 

Q.  Why  did  you  turn  it  down  after  that?  A.  The  main 
thing,  of  course,  was  the  rate  that  we  were  attempting  to 
work  out  was  not  satisfactory  to  them. 

Q.  They  wanted  a  rate  so  low  that  it  would  be 

31034  unsound  for  you  to  carry  it  at  that  rate  that  they 
proposed,  is  that  right?  A.  At  that  time.  The 

negotiations  with  them  tied  over  into  the  period  of  the 
time  we  decided  to  suspend  operations. 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Moye: 

Q.  Mr.  Playford,  the  following  statement  appears  in 
the  brief  which  you  submitted  to  the  Board  in  this  case 
on  August  16,  1948,  on  page  eight:  “Successful  opera¬ 
tion  requires  that  U.  S.  Airlines  be  certificated  into  at  least 
two  additional  air  freight  areas.  These  are  the  northeast 
area  and  the  California  area.”  Did  you  authorize  that 
statement? 
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The  Witness:  Yes,  I  did. 

By  Mr.  Move: 

Q.  The  basis  of  your  authorization  was  your  experience 
up  until  that  time,  was  it  not?  A.  That  is  true. 
31035  Q.  On  this  question  of  your  continuance  or  dis¬ 
continuance  of  your  operation,  in  the  Boston-New 
Orleans  Case,  which  was  held  in  the  early  part  of  1946, 
you  testified  that  you  would  not  long  continue  to  lose  money 
at  the  rate  of  $50,000  a  month,  that  you  would  quit  opera¬ 
tions. 

Mr.  Beitel:  What  page? 

Mr.  Move:  I  will  give  it  to  you  when  I  finish  the  ques¬ 
tion. 

By  Mr.  Move: 

Q.  In  the  air  freight  case,  you  were  losing  money  at  the 
rate  of  $80,000  a  month.  You  testified  that  you  were  not 
willing  to  lose  $80,000  a  month  for  very  long.  As  I  inter¬ 
pret  your  exhibits,  they  show  that  you  are  now  losing 
money  at  the  rate  of  from  $50  thousand  to  $125  thousand 
a  month.  How  long  are  you  willing  to  continue  that  loss? 
That  is  a  question.  Now,  the  reference  is  to  transcript 
2448  in  this  proceeding. 

•  •  •  •  • 

31037  Examiner  Radcliffe:  The  question  then  is  how 
long  would  you  continue  at  vour  present  rate  of 

loss? 

Mr.  Moye:  At  the  present  rate,  in  the  light  of  your 
prior  testimony. 

•  •  •  •  • 

The  Witness:  My  direct  answer  to  it  is,  we  don’t  want 
to  lose  money  any  time,  but  it  seems  that  we  are  in  pretty 
much  the  same  category  in  our  operation  that  every  other 
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type  of  transportation  is  in.  We  are  all  losing  money  ap¬ 
parently.  Just  how  long,  it  is  hard  for  me  to  say.  It  is 

pretty  much  up  to  our  Board  of  Directors  and  our  stock¬ 
holders  but  at  each  one  of  these  meetings  we  seem  to  be 
willing  to  gamble  because  we  think  our  chances  are  good 
of  getting  a  certificate  and  we  think  that  we  can  operate 
profitably  after  this  whole  thing  settles  down  once. 

•  •  *  •  • 

31039 

•  •  •  •  • 

Q.  Mr.  Playford,  as  I  understand  it,  you  have  been 
recommended  for  service  between  the  so-called  north  cen¬ 
tral  area,  the  Louisiana  area,  and  the  southeast 

31040  area,  which  w’ould  allow  you  to  provide  service 
between  each  of  those  areas.  As  I  see  it,  that  in 

effect  gives  you  three  service  possibilities,  one  between 
the  north  central  area  and  the  Louisiana  area,  the  other 
between  the  north  central  area  and  the  southeast  area, 
and  the  third  between  the  Louisiana  area  and  the  south¬ 
east  area.  In  your  previous  testimony  in  this  case  you 
were  asked  the  question,  “I  notice  from  Exhibit  14,  Mr. 
Playford,  that  apparently  you  don’t  propose  any  service 
between  the  Texas  area  on  the  one  hand  and  the  Louisiana 
area  and  the  southeast  area  or  between  the  Louisiana  area 
and  the  southeast  area.  Is  that  correct?” 

You  testified,  “That  was  generally  correct  at  the  time 
because  we  have  found  the  relationship  between  these 
areas  almost  identical.  There  is  some  variation  but  it  is 
not  at  all  promising  as  far  as  relationship  between  those 
areas  is  concerned”  and  you  were  asked  the  question: 

“That  is  based  upon  your  experience?”  And  the  answer 
was: 

“Up  to  date.”  Do  you  recall  that  testimony? 

Mr.  Beitel:  What  page? 

Mr.  Moye:  2442. 
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The  Witness :  Yes,  that  is  correct. 

By  Mr.  Moye : 

Q.  In  your  counsel’s  brief  to  the  Board  of  August  16, 
1948,  the  argument  is  made  that  a  single  route  such  as  you 
have  been  recommended  for  is  uneconomic  and  that  its 
uneconomic  characteristics  can  be  determined  by  the  fact 
that  applicants  operating  along  that  route  have  gone 
bankrupt.  Do  you  agree  with  that  argument? 

•  *  #  •  • 

31042 

•  #  #  •  * 

Q.  Mr.  Piayford,  in  your  brief  of  August  16th  to  the 
Civil  Aeronautics  Board  filed  by  your  counsel,  the  follow¬ 
ing  statement  is  made  at  page  13  of  that  brief,  and  this  is 
the  statement  to  which  1  referred  a  moment  ago: 

31043  “The  Examiners  proceed  upon  theory.  They  have 
looked  at  the  country,  selected  certain  routes,  and 

then  parceled  those  routes  out  to  the  qualified  applicants. 
This  is  the  pattern  employed  for  passenger  routes.  It 
hobbles  air  freight.  It  should  be  obvious,  if  experience  is 
to  be  a  guide,  that  a  New  York — Texas  route — standing 
alone — is  not  adequate.  Lone  Star  tried  this  out  and  went 
bankrupt.  The  reason  U.  S.  Airlines  (which  has  operated 
a  northeast-Texas  area  service)  is  qualified  is  that  it  has 
combined  its  operation  between  those  areas  with  its  other 
routes  into  the  southeast,  north  central  and  California 
areas.” 

Did  you  authorize  that  statement?  A.  Yes. 

Q.  Do  you  believe  it  to  be  correct?  A.  I  do. 

Q.  Mr.  Piayford,  on  page  two  of  Exhibit  101,  you  list 
your  established  points.  In  the  California  area  you  list  the 
sole  established  point  as  Los  Angeles,  California.  How 
many  times  have  you  served  Los  Angeles  since  you  received 
your  letter  of  registration  for  common  carrier  operation? 
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A.  Since  the  letter  of  registration  ?  Possibly  Mr.  McDuffee 
will  be  able  to  answer  that. 

Mr.  Rett :  I  would  like  to  submit  it  is  not  in  the  exhibits. 

Examiner  Radcliffe:  Will  you  defer  that  question,  Mr. 
Moye? 

Mr.  Moye:  Maybe  it  can  be  supplied  readily. 

Mr.  Beitel:  The  exhibits  show  the  operations  of  the 
company  from  May  of  this  year. 

31044  Mr.  Rett :  That  is  correct. 

Mr.  Beitel:  And  show  no  operations  to  Cali¬ 
fornia. 

Mr.  Moye:  How  about  from  August  1st  through  Octo¬ 
ber  of  1947  ? 

The  Witness :  I  would  have  to  check  the  records  for  that, 
I  believe.  From  what  time  did  you  ask? 

By  Mr.  Moye: 

Q.  From  August  1,  1947,  to  date,  in  common  carrier  op¬ 
erations?  A.  We  stopped  operations  in  to  California,  I 
think,  on  the  first  of  January,  1947. 

Q.  In  your  common  carrier  292.5  operations,  then,  they 
have  been  confined  entirely  to  the  eastern  half  of  the 
United  States,  is  that  correct?  A.  That  is  correct,  but 
I  would  like  to  comment  on  it.  W'e  confined  it  to  the  eastern 
part  of  the  United  States  primarily  because  of  the  type 
of  operation  that  we  were  performing.  In  other  words,  we 
were  not  large  enough  at  the  time  operation-wise  to  be 
able  to  cover  that  territory  satisfactorily,  but  we  certainly 
have  always  intended  to  operate  the  California  area. 

•  •  #  •  • 

31047 

Q.  Mr.  Playford,  do  I  understand  that  you  suspended 
operations  in  October  of  1947  because  you  had  a  suspicion 
that  U.  S.  and  Delta  and  National  might  cut  their  rates? 


2916 


Excerpts  from  Testimony  of  Harry  R .  Play  ford 

The  Witness :  I  think  I  would  answer  yes  to  that  because 
everything  indicated  that  that  would  possibly  happen. 

•  •  •  •  • 

31051 

#  *  •  •  • 

Q.  Now,  you  have  an  interesting  computation  on  page 
four  of  that  exhibit  which  shows  you  actual  asset  balance 
as  of  April  1,  1940,  as  compared  with  what  balance  might 
have  been  if  you  had  not  suspended  operations.  I  want  to 
know  what  the  assumptions  were,  made  by  you,  in  say¬ 
ing  that  if  you  had  not  suspended  operations  by  April  of 
1948  your  cash,  for  example,  would  have  been  reduced  by 
three  hundred  thousand  dollars,  your  materials  and  sup¬ 
plies  by  approximately  $29,000,  and  so  forth!  A. 

31052  Well,  of  course,  those  figures  are  truly  hypotheti¬ 
cal. 

Q.  I  realize  that  but  there  must  have  been  some  under¬ 
lying  assumptions  that  you  made  as  to  the  cargo  you 
would  have  carried,  where  you  would  have  carried  it,  the 
rates  at  which  you  would  have  carried  it  and  so  forth.  A. 
All  of  those  things  were  taken  into  consideration  and  we 
just  attempt  to  forecast  what  would  have  happened  at  the 
time  that  we  decided  on  suspension.  When  we  drew  up 
those  figures  from  the  experience  that  we  still  think  we 
would  have  experienced  during  that  period,  that  is  what 
we  would  have  arrived  at,  approximately.  That  is  the 
only  way  I  can  explain  it  to  you.  We  just  took  figures  more 
or  less  out  of  the  air  plus  the  experience  that  we  had,  plus 
what  we  anticipated  if  things  continued  the  way  they  were, 
which  they  did. 

Q.  Were  these  projected  operations  on  which  you  esti¬ 
mated  this  loss  operations  which  would  have  been  con¬ 
ducted  in  the  eastern  half  of  the  United  States!  A.  No, 
from  the  over-all  picture,  possibly.  I  mean  from  our  over¬ 
all  operation. 
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Q.  You  didn’t  make  a  projection  that  this  would  have 
happened,  we  will  say,  if  you  had  suddenly  gotten  into 
the  transcontinental  picture  which  you  had  been  out  of 
ten  months?  A.  Yes,  we  took  that  into  consideration  be¬ 
cause  our  operation,  I  think,  if  v;e  had  gone  back  into  it, 
would  have  been  entirely  different  than  what  we  were  doing 
at  the  time.  You  know,  we  experimented  to  learn  this  busi¬ 
ness.  At  one  time  we  did  it  on  contract.  Even  before  our 
letter  of  registration  we  also  did  it  on  a  regular  schedule, 
regardless  of  load,  figuring  that  we  would  pos- 
31053  siblv  be  able  to  get  sufficient  contracts  to  fill  it 
up  on  schedule.  Then  we  discontinued  that  type 
and  went  back  to  strictly  contract  until  we  got  our  letter 
of  registration  and  then  attempted  to  create  the  business 
through  common  carrier  service. 

Q.  Maybe  I  didn’t  make  myself  clear.  Is  this  projected 
operation  here  a  common  carrier  operation  in  a  north- 
south  direction  in  the  eastern  half  of  the  United  States 
or  w’as  it  something  more  extensive  than  that?  A.  There 
was  so  much  discussion  at  the  time  that  w’e  drew  these 
figures  up  that  I  still  say  that  it  would  apply  as  we  fore¬ 
cast  it  from  the  complete  operation,  possibly,  not  as  it 
was  done  at  the  time  of  the  suspension,  but  as  we  might 
have  continued  to  do.  In  other  words,  we  were  subject  to 
change,  our  plans  were,  all  the  time  during  that  experi¬ 
mental  period  and  it  is  pretty  difficult  to  give  you  any 
concrete  answer  on  that.  It  is  just  a  hypothetical  case. 
There  isn’t  any  question  but  what  we  would  have  lost 
more  money  had  we  continued  to  operate  in  any  other 
manner  than  to  suspend  operations  in  the  manner  in  which 
we  did. 

Q.  Are  there  any  work  papers  underlying  this  computa¬ 
tion?  A.  We  should  have  some.  I  don’t  know  whether 
we  have  them  with  us. 

Q.  Will  you  produce  them?  A.  We  would  be  glad  to 
produce  them  if  we  have  them  available. 
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'Mr.  Beitel:  Mr.  Examiner,  I  scarcely  see  the  need  for 
producing  work  papers  on  a  hypothetical  summary  of 
what  would  have  occurred. 

Mr.  Rett :  Are  you  agreeable,  Mr.  Beitel,  to  have 
31054  this  hypothetical  summary  stricken  from  the  ex¬ 
hibits  ? 

Mr.  Beitel:  This  is  a  reproduction  of  a  paper  which  was 
previously  compiled  by  U.  S.  Airlines. 

Mr.  Rett:  In  what? 

Mr.  Move:  In  this  case.  I  have  a  request  on  the  record 
for  the  production  of  the  underlying  work  papers. 

Examiner  Radcliffe:  They  indicate  they  do  not  have 
these  papers  available  here. 

1  Mr.  Beitel:  We  have  the  papers,  Mr.  Examiner.  If  there 
is  any  particular  information  in  those  papers  which  counsel 
requires,  we  will  be  glad  to  dig  them  up. 

Mr.  Move:  You  have  just  heard  me.  I  wanted  to  know 
what  was  the  scope  of  the  operations  on  which  they  were 
projected.  What  was  the  rate  at  which  you  projected? 

Examiner  Radcliffe:  I  cannot  see  the  need  for  going 
into  the  details  of  this  estimate.  For  what  it  is  worth,  it 
has  been  submitted.  We  have  the  current  balance  sheets 
and  I  can't  see  too  much  materiality  to  this  estimate  of 
where  they  would  have  been  if  they  had  continued  opera¬ 
tions. 

Mr.  Move :  U.  S.  obviously  thought  it  had  some  material¬ 
ity.  Otherwise  they  would  not  have  put  it  in  their  exhibits. 

Examiner  Radcliffe:  Mr.  Lawler. 

1  Mr.  Lawler:  Mr.  Examiner,  I  would  like  the  basis  of 
the  computation  on  which  this  estimate  was  made.  They 
are  not  operating  east-west  service  into  California  and  I 
just  judge  from  looking  at  the  exhibit  that  most  of  the 
losses  they  compute  in  there  would  be  due  to  that  opera¬ 
tion.  Without  having  the  work  papers,  I  don't  know,  but 
if  it  is  true  that  their  losses  are  attributable  to  an  east- 
west  operation,  I  would  like  to  know  that  fact. 
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31055  Examiner  Radeliffe:  All  right.  Let’s  continue 
the  questions  for  a  little  while. 

Mr.  Beitel:  Mr.  Examiner,  the  scope  of  operations  is, 
of  course,  a  ton-mile  figure.  I  don’t  have  the  figures  before 
me.  I  can  give  you  the  ton-mile  figures  that  that  is  based 
upon.  The  rate  is  a  definite  rate.  I  can  give  you  the  rate 
on  which  it  is  based.  We  don’t  have  it  available  here,  but 
we  have  it  and  T  will  be  glad  to  submit  it  if  the  Examiner 
wants  it. 

Examiner  Radeliffe:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Radeliffe :  On  the  record. 

Mr.  Beitel,  I  understand  that  you  will  not  voluntarily 
furnish  the  information  now  requested? 

Mr.  Beitel:  Yes,  sir.  We  are  willing,  however,  to  offer 
it  if  the  Examiner  wants  it. 

Examiner  Radeliffe:  I  will  not  direct  that  it  be  sub¬ 
mitted. 

By  Mr.  Moye: 

Q.  Under  the  caption  “Resumption  of  Service”  you  say 
that  the  Board  issued  its  minimum  rate  order  which  stopped 
“some,”  with  the  word  “some”  underlined,  uneconomic 
practices  which  had  forced  curtailment  of  service.  You 
previously  testified  that  in  the  area  in  which  you  had  been 
operating  there  existed  no  uneconomic  practice  which 
forced  it  to  curtail  its  service,  but  that  you  curtailed  your 
service  merely  because  you  had  the  suspicion  that  the  cer¬ 
tificated  carriers  might  reduce  their  rates.  If  those 

31056  uneconomic  factors  never  existed  in  the  first  place, 
what  vestige  of  uneconomic  practices  are  these  to 

which  you  refer  here?  A.  If  I  testified  as  you  have  stated, 
it  was  wrong  on  my  part.  To  be  specific,  Eastern  and  Delta 
and  National,  as  it  turned  out,  did  not  get  into  the  rate 
war,  but  we  did  have,  as  far  as  we  were  concerned,  a  very 
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important  factor  among  other  independent  operators  that 
were  in  that  area  that  had  precipitated  our  decision. 

Q.  Who  were  those  operators?  A.  Well,  there  were 
numerous  operators.  You  know  there  were  a  number  of 
operators  with  one  airplane  and  some  with  three  or  four. 
I  couldn’t  possibly  recall  the  names  of  some  of  them. 

Q.  Are  there  among  them  any  of  the  applicants  in  this 
proceeding,  such  as  Willis?  A.  T  think  that  we  did  ex¬ 
perience  some  rates  just  previous  to  our  suspension  that 
were  not  in  line  with  our  rates,  as  far  as  Willis  is  con¬ 
cerned,  but  they  were  by  no  means  the  determining  factor 
as  far  as  our  decision  to  suspend  operations  was  con¬ 
cerned. 

Q.  I  just  want  lo  make  sure  that  the  record  is  clear  that 
these  uneconomic  practices  to  which  you  referred  here 
did  not  exist  on  the  part  of  Delta,  National  and  Eastern. 
A.  I  will  testify  that  that  is  true. 

Q.  As  to  rates,  we  were  previously  talking  about  this 
Alden’s  traffic.  Didn’t  you  carry  that  traffic  at  one  time  at 
the  rate  of  $5  a  hundredweight  between  Chicago  and  At¬ 
lanta,  which  results  in  a  14.8  cents  per  ton-mile  yield?  A. 

I  don’t  recall  exactly  what  the  rate  was,  but  if  your 
31057  statement  is  true  it  was  done  purely  on  an  experi¬ 
mental  basis  and  whatever  the  rate  was  had  no 
bearing  on  the  particular  situation.  The  rate  was  secondary 
because  it  was  an  experimental  shipment.  We  had  worked 
out  in  great  detail  the  manner  in  which  that  was  to  be 
handled  through  the  Post  Office  Department  and  we  may 
have  done  it  for  nothing.  I  don’t  recall  that  we  did  it  for 
nothing,  but  I  mean  the  rate  was  strictly  an  experimental 
rate  to  see  how  the  thing  would  operate. 

Q.  At  page  2650  of  the  transcript  in  this  proceeding  Mr. 
Wagner,  the  traffic  manager  of  Alden’s  testified  as  to  the 
rate  offered  him  by  U.  S.,  as  follows: 

“This  rate  that  I  am  going  to  pay  is  $5  a  hundredweight, 
and  that,  figured  out  on  a  per  ton-mile  cost,  figures  out,  as 
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I  see  it,  about  14.8  cents  per  ton-mile.”  Does  that  sound 
reasonable  and  accurate  to  you?  A.  If  that  is  the  testi¬ 
mony,  I  guess  that  is  correct. 

Q.  On  page  two  of  your  Exhibit  102,  you  list  some  of 
the  directors  of  U.  S.  Airlines.  You  have  previously  testi¬ 
fied  this  morning  that  you  think  that  your  Board  of  Di¬ 
rectors  will  be  of  great  help  to  U.  S.  Airlines.  In  going 
down  the  list,  I  see  Mr.  R.  H.  Johnson  who  is  a  senior  mem¬ 
ber  of  an  investment  banking  company,  Mr.  Hugh  D. 
Carter,  who  is  a  partner  in  an  investment  banking  house, 
Mr.  George  McCleary,  a  partner  in  another  investment 
banking  house,  and  Mr.  J.  C.  Bradford,  who  is  also  a 
senior  partner  of  an  investment  banking  house. 

There  is  one  other  director  listed  on  that  page  who  ap¬ 
parently  does  not  belong  to  an  investment  banking  con¬ 
cern.  Just  what  help  do  you  think  that  these  repre- 
31058  sentatives  of  investment  banking  houses  will  be 
to  U.  S.  Airlines?  A.  We  only  consider  one  di¬ 
rector  on  there  as  being  actually  connected  with  the  invest¬ 
ment  banking  and  that  is  R.  H.  Johnson.  Of  course,  he  is 
on  there  as  a  director  because  originally  he  was  the  prin¬ 
cipal  underwriter  of  this  company  and  in  the  underwrit- 
ing  agreement  he  is  to  continue  on  the  board  or  someone 
that  he  selects. 

Carter,  we  don’t  consider  an  investment  banker,  as  far 
as  we  are  concerned.  He  is  a  director  of  this  other  con¬ 
cern  referred  to  here,  which  is  a  merchandising  concern. 
McCleary  is  very,  very  active  in  the  frozen  food  industry, 
fruit  juices,  down  in  Florida,  and  his  connections  in  that 
respect,  we  feel,  are  very  beneficial  to  us. 

Haggerty,  of  course,  is  in  something  of  a  similar  nature 
along  with  the  warehouse  business,  which  ties  in  with, 
definitely,  our  type  of  business. 

Bradford,  we  feel,  is  of  great  benefit  because  of  his  busi¬ 
ness  experience  and  judgment,  not  particularly  because 
he  is  an  investment  banker. 
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Q.  What  is  Mr.  Carter’s  full  time  occupation?  A.  Well, 
I  don’t  know  as  I  could  tell  you  that.  Possibly  a  great  por¬ 
tion  of  his  time  is  with  Courts  and  Company. 

Q.  How  about  Mr.  McCleary?  A.  I  could  say  that  Mc- 
Cleary’s  time — you  understand  this  is  my  personal  opi¬ 
nion  because  I  don’t  know  how  they  devote  their  time  ex¬ 
cept  from  my  personal  experience  with  them — to  the  ex¬ 
tent  of  fifty  per  cent  is  in  the  investment  company. 
31059  Q.  And  Mr.  Bradford?  A.  I  would  say  that 
fifty  per  cent  or  more  of  his  time  is  not  in  the  in¬ 
vestment  business. 

Q.  Does  Courts  and  Company  have  any  interest  in  U.  S. 
Airlines  directly  or  indirectly?  A.  They  may  possibly 
own  some  stock  in  it.  I  couldn’t  tell  without  searching  the 
records. 

Q.  Does  Florida  Security  Company  have  any  interest 
in  U.  S.  Airlines  directly  or  indirectly?  A.  They  may  have 
the  same  as  Courts.  I  know  that  McCleary  personally  owns 
stock  in  it. 

Q.  Does  J.  C.  Bradford  and  Company  have  any  interest 
in  U.  S.  Airlines  direct  or  indirect?  A.  The  answer  would 
be  the  same  with  him.  I  don’t  know. 

•  #  •  •  * 

31064 

•  •  •  •  • 

Q.  Mr.  Playford,  at  the  time  of  the  original  hearing  in 
this  proceeding,  your  exhibits  show  that  you  employed  314 
persons  in  your  contract  operations.  How  many  of  those 
employees  did  you  fire  when  U.  S.  Airlines  curtailed  ser¬ 
vice  or  suspended  operations  last  October?  A.  We  finally 
entrenched  to  the  extent,  I  think,  of  approximately  25  or 
30  employees. 

Q.  In  other  words,  you  fired  the  difference  between  25  or 
30  and  314?  A.  Eventually. 

31065  Q.  What  is  the  home  base  for  U.  S.  Airlines  to¬ 
day?  A.  We  consider  now  Atlanta,  although  we  do 

have  a  maintenance  base  still  in  St.  Petersburg. 
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Q.  I  understood  that  your  maintenance  base  in  St. 
Petersburg  was  the  property  of  U.  S.  Flying  Services. 
When  you  sold  U.  S.  Flying  Services,  did  you  retain  part  of 
its  assets?  A.  No,  U.  S.  Flying  Services  was  an  entirely 
independent  operation  on  the  city  airport.  The  airline 
never  did  operate  in  conjunction  or  even  use  any  of  the 
equipment  with  the  exception  of  airplanes  between  the  two 
operations.  The  other  is  at  the  County  airport  and  they 
were  never  tied  in  in  any  manner  at  alL 

i  •  •  •  • 

31070 

•  •  •  •  • 

By  Mr.  Gribbon: 

Q.  Do  I  understand  your  testimony  to  be,  Mr.  Playford, 
that  the  cessation  of  your  service  between  New  York  and 
California  was  completely  independent  of  the  so-called  rate 
war?  A.  No. 

Q.  It  was  not?  A.  No,  I  don’t  want  you  to  con- 

31071  construe  that. 

Q.  Then  your  testimony  is  that  you  ceased  oper¬ 
ations  between  New  York  and  California  because  of  the 

rate  war?  A.  That  was  part  of  the  reason.  In  other 

words,  the  whole  outlook  was  so  blue  at  the  time,  taking 
everything  into  consideration,  that  we  did  not  intend  to 
experiment  any  further. 

Q.  You  ceased  operations  to  California  in  December, 
1946.  What  factors  led  you  to  believe  at  that  time  that 
there  was  a  rate  war  or  anything  resembling  a  rate  war 
going  on?  A.  The  rates  that  some  of  the  other  carriers 
were  charging. 

Q.  Which  other  carriers?  A.  In  the  beginning,  I  guess 
it  started  with  the  independents. 

Q.  By  independents  you  mean  Slick,  Flying  Tigers, 
California-Eastern?  A.  I  don’t  recall  the  individuals,  but 
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I  do  recall  the  independents.  Following  it  closer,  Amer¬ 
ican  seemed  to  come  in  there  very  close. 

Q.  You  ceased  your  operations  between  New  York  and 
California  in  December  of  1946  and  at  that  time  the  people 
who  were  waging  the  rate  war  were  Slick,  California-East¬ 
ern,  and  Flying  Tigers,  is  that  correct?  A.  We  ceased 
our  operation  into  California  in  1947. 

Q.  I  understood  you  to  testify  that  your  last  operation 
into  California  was  in  December,  1946.  A.  Yes,  December, 
1946;  that  is  right. 

Q.  And  at  that  time  one  of  the  reasons  for  your 

31072  cessation  of  operations  was  the  rate  w’ar  between 
Slick,  Flying  Tigers  and  California-Eastern,  is  that 

correct?  A.  I  don’t  recall  that  it  was  those  particular 
ones,  but  I  know  that  the  rates  were  going  dowm. 

Q.  And  it  was  the  independent  carriers  who  were  forcing 
them  down?  A.  I  am  not  too  sure  about  that. 

•  #  •  •  • 

Q.  Was  there  any  other  carrier  besides  the  independents 
in  this  so-called  rate  war?  A.  Yes. 

31073  Q.  Who  was  it?  A.  American. 

Q.  That  wras  the  contract  air  carrier  division  of 
American  Airlines?  A.  It  was  at  that  time. 

Q.  What  rates  were  being  charged  that  you  considered 
to  be  uneconomic? 

•  •  «  •  • 

The  Witness:  1  can’t  give  you  the  exact  rate  at  this 
time,  but  I  certainly  could  furnish  it.  In  one  or  two  in¬ 
stances,  we  ran  into  some  very  definite  and  exceptionally 
low  rates  that  American  was  charging  in  their  contract 
division  in  connection  with  some  of  our  customers. 

By  Mr.  Gribbon : 

Q.  What  was  the  lowest  rate  you  have  ever 

31074  charged?  A.  18%  cents. 
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31083  By  Mr.  Beitel: 

Q.  Mr.  Playford,  who  is  the  principal  stockholder 
of  U.  S.  Airlines?  A.  Harry  R.  Playford. 

Q.  Do  you  know  whether  or  not  any  other  person  owns 
as  much  as  ten  per  cent  of  the  stock  of  U.  S.  Airlines?  A. 
I  don’t  believe  anyone  owns  ten  per  cent  outside  of  myself. 

•  *  •  •  • 

By  Mr.  Gribbon : 

Q.  Are  there  any  stockholders  of  U.  S.  Airlines  that 
own  more  than  five  per  cent  of  the  stock?  A.  I  don’t  be¬ 
lieve  there  are  any  that  own  five  per  cent.  It  is  possible 
that  there  may  be. 

31084 

•  •  •  •  • 

Mr.  Moye:  Do  any  persons  have  the  power  of  voting 
more  than  five  per  cent  of  the  stock? 

The  Witness:  No,  outside  of  myself. 

•  •  •  •  • 

W.  S.  McDuffee 

•  •  •  i  • 

Direct  Examination 

31085 

By  Mr.  Beitel: 

Q.  Will  you  state  your  full  name  for  the  record,  please? 
A.  William  S.  McDuffee. 

•  *  •  •  • 

Q.  Were  exhibits  numbered  104  to  109  prepared  by  you 
or  under  your  supervision  and  direction?  A.  They  were. 

Q.  Do  you  have  a  correction  to  make  in  the  exhibits? 
A.  Yes.  On  Exhibit  U.  S.  109,  page  2,  the  last  two  figures 
in  the  column  on  the  right-hand  side,  $87,152.41  should 
be  in  parenthesis.  The  second  item  is  on  page  two  of  109 
that  reads  “Excess  Baggage.”  It  got  in  the  wrong  column 
and  should  be  non-scheduled  transportation  instead  of  ex¬ 
cess  baggage. 
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Q.  Are  those  all  the  corrections!  A.  To  the  best  of  my 
knowledge,  they  are. 

'Q.  With  those  corrections,  is  the  information  contained 
in  these  exhibits  correct  to  the  best  of  your  knowledge 
and  belief!  A.  It  is. 

Q.  Are  the  tons  and  ton-miles  shown  in  the  exhibits 
which  you  sponsor  calculated  on  the  basis  of  billed  weight 
or  on  actual  weight  !  A.  They  are  calculated  on  the  basis 
of  billed  weight.  In  each  case,  though,  the  billed  weight 
is  the  same  as  the  actual  weight  except  on  ship- 
31086  ments  carried  by  us  under  our  charter  contract 
carriage  where  it  calls  for  us  leasing  the  entire 
plane  for  the  shipment.  In  those  cases,  the  tons  and  ton- 
miles  are  shown  as  actual  weight,  but  the  load  factors  are 
shown  as  one  hundred  per  cent. 

Q.  In  Exhibit  No.  104,  it  is  stated  that  some  of  the  ship¬ 
ments  whieh  U.  S.  Airlines  originated  were  trans-shipped 
by  other  carriers.  Will  you  explain  why  this  was  done  and 
which  carriers  were  used?  A.  When  we  renewed  our 
own  flying  in  May,  we  concentrated  on  the  routes  from 
New  York  to  Atlanta  and  New  York  to  Atlanta  and  New 
Orleans.  At  the  outset,  obviously  we  did  not  have  enough 
tonnage  to  warrant  our  flying  a  ship  at  times.  Then  we 
trans-shipped  the  shipments  over  Eastern,  Delta  and  Cap¬ 
ital.  When  the  Board  asked  for  the  statistics  on  this,  we 
showed  it  in  our  exhibits  as  broken  down  between  the  ton¬ 
nage  we  carried  and  the  tonnage  that  we  trans-shipped. 

Q.  Is  this  trans-shipping  a  standard  practice  for  U.  S. 
Airlines  ?  A.  Definitely  not.  It  was  a  temporary  expedient 
and  we  have  been  building  up  our  business  to  the  point 
where  we  have  carried  as  much  as  twenty  thousand  pounds 
in  a  day  out  of  New  York  alone  and  carried  it  to  its  ulti¬ 
mate  destination.  The  proportionate  part  of  the  tonnage 
trans-shipped  over  the  other  carriers  has  been  constantly 
reduced  and,  as  will  be  seen  in  the  report  for  September, 
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there  was  only  1500  ton-miles  out  of  31,000  that  was  trans¬ 
shipped.  That  appears  in  the  record. 

Q.  Between  what  points  were  these  trans-ship- 

31087  ments  made!  A.  They  were  made  between  New 
York,  Atlanta,  New  Orleans,  Miami. 

Q.  Your  Exhibits  104,  106  and  107  contain  a  breakdown 
between  common  carrier  and  contract  carrier  operations. 
Will  you  explain  what  the  contract  carrier  operations  of 
U.  S.  Airlines  are!  A.  Yes.  We  have  had  a  demand  for 
air  freight  shipment  to  points  not  named  in  our  letter  of 
registration,  that  is,  to  or  from  points  not  named  in  our 
letter  of  registration.  If  the  points  are  more  than  fifty 
miles  from  our  established  point,  we  are  not  able  to  have 
them  certified  by  the  Board  as  adjacent  points  and  cannot 
serve  them  on  the  common  carrier  basis. 

Where  we  can,  we  provide  the  service  to  one  or  two 
shippers  on  a  private  contract  basis.  The  contract  opera¬ 
tion  of  the  company  is  dovetailed  in  with  our  common  car¬ 
rier  basis,  however. 

Q.  Does  U.  S.  Airlines  get  requests  for  service  from  ship¬ 
pers  at  off-line  points,  not  named  in  this  letter  of  registra¬ 
tion!  A.  Yes. 

Q.  Does  U.  S.  Airlines  serve  the  needs  of  these  shippers  ? 

Mr.  Lawler:  What  part  of  the  order  is  this  directed  to! 

Mr.  Beitel:  The  part  of  the  order  this  is  directed  to  is 
the  request  for  demand  service,  area  service. 

Mr.  Lawler :  To  points  named  in  the  certificate  as  demand 
points! 

Mr.  Beitel :  U.  S.  Airlines  does  not  actually  propose  the 
demand  service.  U.  S.  Airlines  proposes  an  area 

31088  service. 

Examiner  Radcliffe:  Are  you  making  an  objec¬ 
tion,  Mr.  Lawler! 

Mr.  Lawler:  No. 

The  Witness:  Will  you  repeat  your  question? 
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By  Mr.  Beitel: 

Q.  Do  you  serve  the  needs  of  these  shippers  who  are  not 
located  at  points  named  in  the  letter  of  registration  of 
U.  S.  Airlines?  A.  We  do  where  we  can. 

Q.  Does  U.  S.  Airlines  ever  get  demands  for  service 
from  shippers  who  are  located  at  the  established  points  of 
U.  S.  Airlines,  but  which  are  not  located  in  cities  served 
on  the  regular  flights  operated  by  the  company  ?  A.  May 
I  have  that  question  again1? 

Examiner  Radcliffe:  Bead  it  back,  Mr.  Reporter. 

(Question  read.) 

The  Witness:  Yes,  we  do. 

By  Mr.  Beitel : 

Q.  Do  you  attempt  to  serve  those  shippers?  A.  Yes. 

Q.  How  do  you  provide  that  service?  A.  We  provide  it 
by  going  in  and  picking  up  the  load  and  carrying  it  to 
its  destination. 

Q.  Do  you  have  any  limitation  upon  the  size  of  the  load  ? 
A.  We  try  to  limit  it  to  a  thousand  pounds  or  more.  Some¬ 
times  we  go  in  for  less. 

Q.  Have  you  ever  refused  to  accept  a  shipment  of  a 
thousand  pounds  or  more  which  was  offered  by  a 
31089  a  shipper  at  an  established  point  of  U.  S.  Airlines? 
A.  Not  to  my  knowledge. 

Q.  How  many  employees  does  U.  S.  Airlines  have  today? 
A.  56. 

Q.  Where  are  they  located?  A.  7  in  New  York,  20  in 
Atlanta,  26  in  St.  Petersburg,  and  3  in  Miami. 

Q.  What  cities  generate  most  of  the  air  freight  that  you 
are  carrying  today?  A.  New  York,  Atlanta,  but  princi¬ 
pally  New  York  and  the  points  adjacent  to  New  York. 
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Cross  Examination 
By  Mr.  Lawler : 

Q.  Will  you  turn  to  Exhibit  U.  S.  104,  page  2,  please? 

•  •  •  •  • 

31090 

•  •  •  •  • 

Q.  Will  you  turn  to  page  eight,  please?  Do  I  understand 
from  this  page  that  U.  S.  served  eight  cities  out  of  its 
authorized  31  in  September,  1948?  Is  that  the  purport  of 
the  footnote?  A.  On  the  common  carrier  service,  yes. 

•  •  •  •  • 

31094 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Moye : 

Q.  Mr.  McDuffee,  can  you  tell  me  what  U.  S.’s  rate  from 
New  York  to  Atlanta  is  per  hundred?  A.  Yes,  sir. 

Q.  Is  it  $7.40?  A.  No,  sir,  it  is  not. 

Q.  What  is  it?  A.  $7.30. 

Q.  That  is  better.  A.  It  is  published  in  the  tariff. 

Q.  You  are  familiar  with  the  fact  that  Eastern’s  rate 
between  the  same  pair  of  cities  is  $8,  are  you  not?  A.  Yes, 
sir. 

Q.  When  you  trans-ship,  in  quotation  marks,  a  ship¬ 
ment  from  New  York  to  Atlanta,  what  rate  does  the  cus¬ 
tomer  pay?  A.  The  customer  pays  our  billed 

31095  tariff.  If  we  have  accepted  the  tariff  for  flight,  we 
bill  him  on  our  tariff. 

Q.  That  is,  he  pays  at  the  rate  of  $7.30  per  hundred? 
A.  Yes,  sir. 

Q.  And  what  rate  do  you  pay  Eastern  Airlines?  A. 
Their  published  tariff. 

Q.  $8  per  hundred?  A.  Yes,  sir. 
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Q.  And  $7.30  a  hundred  amounts  to  a  ton-mile  rate  of 
$8  and  one-half  cents,  does  it  not?  A.  Approximately. 

Q.  Does  that  rate  decrease  with  increase  in  the  weight? 
A.  Over  a  hundred  pounds,  between  a  hundred  and  three 
thousand  pounds,  it  decreases  to  $6.60  a  hundred. 

Q.  And  what  ton-mile  return  is  that?  A.  Do  you  want 
me  to  compute  it? 

Q.  I  do. 

31096 

•  •  •  •  • 

Q.  At  any  rate,  $6.80  per  hundred  between  New  York 
and  Atlanta  results  in  a  ton-mile  return  considerably  lower 
than  1 8V2  cents,  does  it  not?  A.  It  does,  but  in  order  to 
confirm  that  $7.30 — I  said  it  was  approximately  I8V2 
cents — I  will  have  to  work  the  computations  out  on  both 
of  them. 

Q.  Now,  those  two  rates  are  characteristic  of  all  your 
rates  between  all  points,  are  they  not?  A.  They  prob¬ 
ably  are. 

Q.  And  those  rates  have  been  in  effect  ever  since  you 
have  filed  your  tariff  in  December  of  1947,  is  that  correct? 
A.  That  is  correct. 

Q.  Mr.  McDuffee,  I  hand  you  copies  of  four  air  bills 
covering  shipments  over  Eastern.  The  first  one,  I  believe, 
covers  a  movement  of  machinery  parts.  Is  that  correct? 
A.  That  is  what  this  air  bill  says. 

Mr.  Beitel :  Mr.  Examiner,  may  I  look  at  these  a  moment  ? 

Mr.  Moye:  Surely. 

Examiner  Radcliffe :  Present  the  question. 

Mr.  Beitel :  I  want  to  look  at  the  air  bills  for  a  moment. 
I  haven’t  had  a  chance  to  see  them. 

Examiner  Radcliffe :  60  ahead. 

Mr.  Beitel :  I  have  a  right  to  look  at  them. 

Examiner  Radcliffe :  You  have. 
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Mr.  Beitel:  May  I  ask  where  they  came  from? 
31097  Mr.  Moye:  Certainly.  I  had  our  accounting  de¬ 
partment  copy  them. 

Mr.  Beitel:  All  right. 

By  Mr.  Moye : 

Q.  Referring  to  that  first  air  bill,  Mr.  McDuffee,  which 
covers  a  movement  of  machinery  parts  between,  I  believe, 
Newark  and  New  Orleans,  is  that  the  shipment  which  is 
shown  on  page  five  of  U.  S.  104  across  from  machinery 
parts  under  the  Louisiana  area  from  the  northeast?  A*  I 
would  think  that  it  was.  I  don’t  know. 

Q.  The  next  three  air  bills  which  I  handed  you  cover  the 
movement  of  cloth  materials  from  Newark  to  New  Orleans, 
do  they  not?  A.  They  do. 

Q.  Would  those  three  air  bills  cover  the  shipments  listed 
on  page  five  of  U.  S.  104  opposite  the  heading  “Dry  Goods” 
under  the  Louisiana  area  from  the  northeast  area? 

Mr.  Beitel:  Mr.  Examiner,  the  witness  has  testified  on 
direct  that  many  of  these  shipments  were  made  over 
Eastern  Airlines.  Are  we  going  through  each  air  waybill 
that  was  made? 

Mr.  Moye:  No,  just  one  more. 

The  Witness :  I  expect  they  are. 

By  Mr.  Moye : 

Q.  I  hand  you  here  an  air  bill  from  New  York  to  Atlanta 
in  the  month  of  August,  1948,  covering  the  movement  of 
printed  matter.  I  would  like  to  ask  you  where  that  is 
shown  on  the  appropriate  sheet  of  your  exhibits?  A.  The 
exhibit  does  not  show  any  printed  matter  in  August,  but 
it  shows  “All  Other”  or  with  a  date  that  near  the 
35484  end  of  the  month,  it  could  have  been  included  in 
the  September  business. 
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Q.  Will  you  look  at  the  category  “All  Other”  under  Au¬ 
gust  and  the  printed  matter  under  September  and  tell  me 
if  either  of  those  figures  shows  a  trans-shipment?  A.  It 
does  not. 

Q.  If  that  copy  which  I  have  shown  you  is  a  correct  copy 
of  an  air  bill  covering  a  movement  of  goods  over  Eastern 
Airlines,  should  that  shipment  appear  on  one  of  those  two 
pages?  A.  If  it  is  correct  and  was  carried,  it  should  show 
here. 

Q.  That  is  right,  and  it  does  not  show  here?  A.  It 
does  not. 

Mr.  Moye:  Mr.  Examiner,  I  have  here  similar  air  bills 
for  the  months  of  June,  July,  August  and  September.  I  am 
not  sure  that  they  are  complete.  It  is  my  position  that  all 
of  the  trans-shipment  business  which  U.  S.  has  done  is  not 
reflected  in  these  exhibits.  It  is  difficult  to  point  out  spe¬ 
cific  items  such  as  I  was  able  to  do  in  this  one  case,  which 
does  show  what  appears  to  be  an  omission. 

I  would  like  to  have  the  witness,  if  his  counsel  so  de¬ 
sires,  examine  these  air  bills  and  let  him  point  out  any 
which  cover  movement  which  should  not  appear  in  his 
exhibits. 

Mr.  Beitel:  I  think  that  is  a  reasonable  request,  Mr. 
Examiner.  I  can  probably  clear  up  the  entire  matter  on  re¬ 
direct,  but  we  will  save  time  doing  it  in  this  manner.  I 
think  we  will  have  to  go  off  the  record  to  do  it. 

Examiner  Radcliffe :  Off  the  record. 

31098  (Discussion  off  the  record.) 

Examiner  Radcliffe :  On  the  record. 

Mr.  Beitel :  Mr.  Examiner,  during  the  off-the-record  dis¬ 
cussion  it  was  agreed  that  U.  S.  Airlines  would  prepare  and 
submit  as  a  supplemental  exhibit  the  number  of  ton-miles 
which  it  has  trans-shipped  over  Eastern  Airlines  during 
the  months  reported  here  by  months. 
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Mr.  Moye :  I  would  also  like  to  request  that  U.  S.  submit 
for  the  record  the  composition  of  its  “All  Other”  traffic 
from  the  northeast  area  to  the  southeast  area  during  the 
month  of  September,  1948. 

Mr.  Beitel :  That  will  be  done. 

Examiner  Radcliffe:  We  will  include  that  in  the  supple¬ 
mental  exhibit  to  be  furnished  not  later  than  ten  days 
after  the  close  of  the  hearing. 

Mr.  Moye:  Mr.  Examiner,  I  would  also  like  to  request 
in  addition  to  that  that  U.  S.  furnish  the  ton-miles  for  the 
months  in  question  trans-shipped  over  Delta  and  Capital. 

Mr.  Beitel:  Mr.  Examiner,  in  the  off-the-record  discus¬ 
sion  we  made  an  agreement  with  Eastern.  I  don’t  see  any 
point  in  broadening  it  now  and  I  don’t  see  the  relevancy  of 
Eastern’s  request  for  it.  Neither  Delta  nor  Capital  has 
made  such  a  request. 

Mr.  Gribbon:  Isn’t  it  a  question  of  ascertaining  what 
these  facts  mean  and  separating  from  the  total  figures  that 
which  U.  S.  carried  itself  and  that  which  somebody  else 
carried  ? 

Mr.  Beitel:  That  is  already  done,  Mr.  Gribbon. 

Examiner  Radcliffe:  As  I  see  it,  the  exhibits  so 
31099  segregate  the  amounts  carried  by  TJ.  S.  itself  and 
those  trans-shipped  by  other  carriers.  Mr.  Moye 
has  requested  it  in  toto,  a  breakdown  as  to  the  total  of  that 
which  is  represented  by  movement  over  Eastern. 

Mr.  Beitel :  And  we  have  agreed  to  furnish  it. 

Examiner  Radcliffe:  Since  the  other  carriers  have  not 
made  the  request  as  to  a  further  breakdown  to  indicate  the 
total  over  their  lines,  I  don’t  see  that  it  is  material  to 
Eastern’s  position  here.  They  have  the  grand  total  and 
the  total  over  Eastern.  It  seems  to  me  the  request  for  the 
further  breakdown  would  be  proper  if  Delta  and  National 
desire  it. 

Mr.  Moye:  I  don’t  quite  follow  that  reasoning,  Mr. 
Examiner.  I  am  attacking  U.  S.’s  entire  case. 
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Mr.  Beitel:  Mr.  Examiner,  we  have  submitted  our  en¬ 
tire  case.  If  Eastern  wants  to  bid  on  the  amount  shipped 
over  National  and  Delta,  we  will  take  it  at  the  lowest  bid. 

Examiner  Radcliffe:  Have  you  indicated  whether  you 
will  furnish  further  material? 

Mr.  Beitel:  No,  sir,  we  have  agreed  to  furnish  what  we 
agreed  on  in  the  off-the-record  discussion.  If  the  Examiner 
wants  us  to,  we  will  be  glad  to  furnish  the  additional  ma¬ 
terial. 

Examiner  Radcliffe :  I  will  not  direct  the  further  break¬ 
down. 

Mr.  Beitel :  Then  we  will  not  do  that,  Mr.  Examiner. 

Examiner  Radcliffe :  Let’s  proceed. 

By  Mr.  Moye : 

Q.  Mr.  MeDuffee,  on  page  two  of  Exhibit  101  it  is  in¬ 
dicated  that  both  Philadelphia  and  Atlanta  were 
31100  established  points  on  U.  S.  Airlines’  system.  That 
being  the  case,  why  did  U.  S.  elect,  during  the  month 
of  May,  1948,  as  is  shown  on  page  nine,  Exhibit  104,  to 
carry  machine  parts  from  Philadelphia  to  Atlanta  in  con¬ 
tract  service?  A.  The  shipper  desired  to  direct  the  flight 
and  to  have  the  operation  of  the  plane  at  his  direction. 
Therefore,  we  did  it  under  contract. 

Q.  What  did  you  charge  the  shipper?  A.  We  charged 
him  enough  to  yield  us  41  cents  a  ton-mile. 

Q.  On  601  ton-miles,  or  300?  A.  Yes. 

Q.  Does  that  represent,  in  your  opinion,  compensation 
for  an  entire  aircraft  from  Philadelphia  to  Atlanta?  A. 
It  did  at  the  time. 

Q.  What  was  the  basis  of  the  rate  charged  the  shipment? 
A.  I  can’t  recall  that  specific  incident,  Mr.  Moye. 

Q.  Did  you  charge  that  shipper  for  any  deadhead  mile¬ 
age?  A.  In  this  specific  case  I  don’t  know.  The  airplane 
might  have  been  at  the  north  end  and  we  merely  had  to 
fly  it  the  one  way. 
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Q.  Mr.  McDuffee,  in  your  Exhibit  107,  you  give  the  dates 
on  your  contract  service  flights,  but  you  do  not  give  the 
dates  for  your  common  carrier  flights.  Can  you  supply 
for  the  record  the  dates  on  those  common  carrier  flights? 
A.  I  can  by  going  back  to  the  work  papers. 

Q.  Will  you  supply  those  figures  for  us,  please? 

Mr.  Beitel:  Mr.  Examiner,  I  don’t  see  the  rele- 
31101  vancy  of  it.  If  you  will  explain  the  relevancy  of  it, 
we  may  be  able  to  answer  that  request. 

Examiner  Radcliffe :  Do  you  have  a  statement  as  to  the 
materiality  and  relevancy,  Mr.  Moye. 

Mr.  Moye :  I  think  its  relevance  and  materiality  is  per¬ 
fectly  obvious.  It  goes  to  the  costs  incurred  by  U.  S.,  its 
basis  of  charges,  why  it  is  running  contract  flights  instead 
of  common  carrier  flights.  I  think  that  information  is 
necessary  to  get  to  the  heart  of  the  operation  during  this 
period  since  May  of  1947. 

Mr.  Beitel:  Mr.  Examiner,  if  counsel  wants  to  know 
why  the  contract  service  is  being  operated,  he  can  ask  the 
question.  I  asked  it  on  direct  and  got  an  answer.  He  can 
ask  it  again. 

Mr.  Moye:  For  example,  on  page  one  of  107,  you  show 
two  common  carrier  flights  during  May,  both  from  the 
northeast  to  the  southeast.  Now,  why  were  those  planes 
not  operated  in  common  carrier  service  northbound? 

The  Witness:  Is  that  a  question. 

Mr.  Moye :  Sure. 

The  Witness:  During  the  months  of  May  we  were  con¬ 
ducting,  as  the  record  will  show,  a  number  of  flights  from 
the  southeast  to  the  north  central  and  the  northeast  in 
contract  service  in  the  carrying  of  horticultural  products. 
At  the  time  both  of  these  flights  were  the  result  of  planes 
being  up  there  and  going  by  New  York-Newark  and  bring¬ 
ing  common  carrier  property  south. 
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By  Mr.  Moye : 

Q.  Can  you  ascertain  from  these  exhibits  whether 

31102  the  plane  carrying  an  actual  8.83  load  factor  actu¬ 
ally  carried  anything  north  or  whether  it  dead¬ 
headed  1  How  can  you  tell?  A.  From  my  own  personal 
knowledge  of  the  matter  is  the  only  way  unless  I  go  back 
to  the  records  and  the  work  papers. 

Q.  In  order  to  tell  me  that,  you  must  be  able  to  match 
up  that  flight  with  some  contract  flight  on  page  six  of  Ex¬ 
hibit  107?  A.  During  May,  from  the  southeast  to  the 
northeast,  there  were  9  flights. 

Q.  That  is  right.  A.  It  could  be  any  one  of  those. 

Q.  It  could  be,  but  not  necessarily?  A.  Let  me  see  if 
I  can  find  it.  It  was  a  flight  that  went  from  Moultrie  to 
Philadelphia  and  continued  on  to  New  York  and  returned 
from  New  York. 

Q.  That  is  flight  101?  A.  Yes,  sir. 

Q.  If  you  have  that  information  there,  why  can  you  not 
furnish  us  the  dates  on  each  of  these  common  carrier 
flights  f 

Mr.  Beitel:  Mr.  Examiner,  I  never  stated  that  the  in¬ 
formation  could  not  be  furnished.  I  stated  that  I  did  not 
see  the  relevancy  of  it.  The  Board  has  asked  for  load  fac¬ 
tors  of  the  flights  which  were  operated.  The  load  factors 
for  the  flights  are  shown  here.  The  Board  did  not  ask  for 
aircraft  equipment  routing  charts. 

Mr.  Moye:  It  seems  to  me  that  flight  101,  without  any 
date,  is  a  perfectly  meaningless  figure. 

Mr.  Beitel:  Just  exactly  as  meaningless  as  Delta’s  fig¬ 
ures  that  they  put  in  about  their  Exhibit  3  which 

31103  I  inquired  about  this  morning. 

Examiner  Radcliffe :  That  is  enough.  Let’s  have 
another  question.  Do  you  have  a  request  pending? 

Mr.  Moye:  I  have  a  request  for  the  dates  for  these 
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flights  so  that  we  can  match  them  up  and  I  think  I  have 
demonstrated  the  relevance  of  it. 

Examiner  Radcliffe :  Will  you  furnish  those  dates  ? 

Mr.  Beitel:  No,  sir.  It  is  a  matter  which  would  be  very 
difficult  to  obtain  from  the  company  records.  It  is  not 
relevant.  We  will  not  furnish  it  unless  the  examiner  di¬ 
rects  us  to. 

Examiner  Radcliffe:  The  examiner  is  not  going  to  di¬ 
rect  it. 

Mr.  Moye:  Does  the  examiner  rule  that  the  evidence  is 
irrelevant  and  immaterial? 

Examiner  Radcliffe :  I  don’t  have  to  explain  the  ruling, 
Mr.  Moye. 

Mr.  Moye :  I  wanted  to  know  whether  it  was  on  the  basis 
of  being  beyond  the  scope  of  the  Board’s  order  or  on  the 
basis  of  being  irrelevant  and  immaterial  I  think  if  it  is 
on  the  basis  of  being  without  the  scope  of  the  Board’s 
order  that  I  might  have  the  opportunity  of  arguing  further 
on  that  point. 

Mr.  Beitel:  Mr.  Examiner,  I  object  to  counsel  arguing 
a  motion  for  reconsideration  of  each  ruling  which  is  made 
in  the  course  of  this  hearing.  It  is  just  cause  for  delay. 

Examiner  Radcliffe:  Let’s  proceed. 

By  Mr.  Moye: 

31104  Q.  During  the  month  of  July,  as  shown  by  Page 
11  of  US-104  you  apparently  carried  some  eggs 
from  Concord,  New  Hampshire,  to  Atlanta,  Georgia,  in  con¬ 
tract  service.  That  is  correct. 

Q.  Willis’  Exhibit  WASA-1,  Page  10,  shows  that  during 
that  month  it  also  carried  some  eggs  from  Concord  to 
Jacksonville  in  common  carrier  service.  Why  did  you  elect 
to  carry  those  eggs  in  contract  carrier  service?  A.  Be¬ 
cause  an  egg  grower  in  Concord  wanted  to  test  flying  plane 
loads  from  .Concord  to  Atlanta  and  he  chartered  the  air¬ 
plane  for  the  flight  all  the  way  through. 
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Q.  The  entire  airplane  ?  A.  Yes,  sir. 

Q.  And  the  basis  of  that  charter  charge  was  sixteen 
cents  a  ton-mile,  is  that  correct?  A.  That  is  what  it  was. 

Q.  Does  that  sixteen  cents  a  ton-mile  represent  any 
plane  load  figure  or  was  it  just  a  negotiated  figure?  Do 
you  have  any  standard  basis  for  charging  for  contract 
flights?  A.  Our  charges  for  contract  flights  are  normally 
based  on  ninety  dollars  an  hour  flying  time. 

Q.  What  do  you  mean  by  normally?  A.  There  are 
times  when  we  might  reduce  the  entire  charge,  that  is, 
might  lessen  the  dead-head  time  to  a  certain  degree,  in 
order  to  render  a  service  to  a  customer  of  ours  that  wants 
a  service  done  between  points  that  are  not  on  our  schedule. 

Q.  On  US-105  you  show  that  your  tariff  was  issued  on 
December  1,  1947,  to  be  in  effect  December  2,  1947. 
31105  I  am  not  sure  whether  this  question  has  been  asked 
before  so  if  necessary  I  will  withdraw  it.  What  was 
the  basis  for  your  charges  during  the  period  intervening 
in  the  date  between  the  time  you  received  your  letter  of 
registration  and  the  date  of  your  request? 

Mr.  Beitel:  Mr.  Examiner,  if  I  can  supply  the  informa¬ 
tion  for  the  record,  the  basis  for  the  charges  were  the  con¬ 
tract  rates. 

By  Mr.  Moye : 

Q.  U.  S.  did  not  engage  in  common  carrier  operations 
between  August  and  the  date  it  received  its  letter  of  regis¬ 
tration,  December  2,  1947?  A.  I  don’t  know. 

Q.  On  Exhibit  106  you  show  the  total  number  of  ship¬ 
pers  served  in  each  area.  Are  these  consignors  or  con¬ 
signees?  A.  Consignees. 

Q.  Do  they  include  forwarders?  A.  Yes. 

Q.  Forwarders  are  listed  as  one  shipper,  is  that  correct? 
A.  Yes,  they  are. 

Q.  What  is  the  pay  load  capacity  of  your  C-47  ?  A.  For 
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the  purposes  of  the  load  factors  in  this  case  it  is  figured 
at  six  thousand  pounds. 

Q.  Now,  refer  to  Page  6  of  107.  As  I  count  the  flights, 
you  show  ten  flights  from  the  southeast  area  to  the  north 
central  area  and  no  flights  from  the  north  central  area  to 
the  southeast  area.  A.  That  is  right. 

31106  Q.  Will  you  tell  me  what  happened  to  those  air¬ 
planes  that  you  threw  up  into  the  north  central 
area  ?  A.  They  came  back  with  no  revenue  cargo  in  them 
at  all  and  were  not  reported  under  revenue  flights. 

Q.  On  Page  9  of  104  you  show  your  contract  shipments 
from  the  southeast  area  into  the  north  central  area  and  the 
yield  from  those  shipments.  A.  Pardon  me.  What  page 
did  you  say? 

Q.  Page  9  of  Exhibit  104.  Do  those  yields  include  reve¬ 
nue  from  dead-head  mileage? 

Mr.  Beitel:  Will  you  clarify  that?  The  revenue  from 
dead-head  mileage?  How  w’ould  you  get  revenue  from 
dead-head  mileage  ?  I  just  don’t  understand  the  question. 

Mr.  Moye:  If  you  chartered  a  plane  from  Moultrie, 
Georgia,  to  Toledo,  did  you  just  charge  that  shipper  at 
Moultrie  the  ninety  dollar  an  hour  rate  from  Moultrie  to 
Toledo  or  did  you  also  charge  him  ninety  dollars  an  hour 
for  Toledo  back  to  Atlanta? 

Mr.  Beitel:  That  is  an  inquiry  question. 

The  Witness:  The  figure  that  is  shown  here  per  mile 
includes  the  round  trip  flight. 

By  Mr.  Moye : 

Q.  In  other  words,  for  this  shipment  of  agricultural 
plants  from  Moultrie  to  Toledo,  I  can  take  a  DC-3  at  ninety 
dollars  an  hour  from  Moultrie  to  Toledo,  for  example,  and 
then  back  to  Atlanta,  and  I  should  find  all  of  that  revenue 
in  your  profit  and  loss  statement?  A.  I  mis-stated  myself. 
The  yield  per  ton-mile  is  based  on  the  tons  carried  over 
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the  miles  carried  divided  into  the  revenue  obtained 
31107  for  the  flight. 

Q.  Did  you  charge  a  contract  shipper  ninety 
dollars  an  hour  for  the  entire  round  trip  or  just  for  the 
one  way  haul  where  you  carried  the  commodities?  A.  In 
May  the  price  was  somewhat  below  ninety  dollars.  Our 
net  was  below  that  figure. 

Q.  But  it  was  just  on  the  actual  movement,  ninety  dol¬ 
lars  an  hour  on  the  actual  movement  of  the  commodities. 
You  absorbed  the  cost  of  the  dead-head  return?  A.  The 
May  figure  is  not  based  entirely  on  the  ninety  dollar  an 
hour  one  way  or  round  trip  either.  It  was,  as  I  say,  a  lower 
figure  and  I  would  have  to  go  back  and  re-compute  it. 

Q.  But  what  ever  that  lower  figure  was,  it  was  on  the 
one  way  actual  haul  of  the  commodities?  A.  That  is  right. 

Q.  For  subsequent  months,  has  the  procedure  changed 
and  if  so  how?  A.  The  procedure  has  changed  mostly  in 
later  months  in  the  same  method  being  used  but  a  higher 
rate  being  used. 

Q.  How  did  you  determine  during  these  months  in  ques¬ 
tion  when  you  would  operate  an  aircraft  from  Newark  to 
Atlanta  or  when  you  would  trans-ship  over  Eastern?  A. 
It  depended  upon  the  load  available  for  the  flight. 

Q.  In  other  words,  you  held  your  flight  until  you  had 
what  you  considered  a  pay  load  and  then  shipped  it.  If 
something  had  to  move  before  you  could  accumulate  such 
a  load,  you  would  trans-ship?  A.  That  is  correct. 

•  *  •  •  • 

31112 

•  •  •  •  • 

By  Mr.  Rett: 

•  •  •  *  • 

Q.  Do  you  own  only  two  aircraft  at  the  present  time? 
A.  Oh,  no.  We  own  three  cargo  C-47’s  and  a  DC-3  plush 
job  and  a  Beechcraft  which  we  do  not  operate  in  our  busi- 
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ness  because  they  are  passenger  ships  but  we  do  lease  them 
on  occasion  to  somebody  that  may  want  them  flown 
31113  by  other  than  our  personnel. 

•  #  *  •  • 

31115 

•  •  •  •  • 

Q.  I  wonder  if  I  understood  you  correctly  on  the  load 
factors  on  your  contract  service  ?  As  I  understood  you  be¬ 
fore,  irrespective  of  the  amount  on  the  airplane,  if  a  man 
chartered  the  whole  airplane  it  was  regarded  as  a  hundred 
percent  load  factor.  Is  that  correct?  A.  Yes. 

Q.  And  he  was  charged  on  this  ninety  dollar  an  hour 
basis?  A.  Yes. 

Q.  Mr.  Beitel  addressed  a  question  to  you  in  which  you 
replied  that  you  provide  service  from  your  estab- 

31116  lished  points  to  cities  not  served  on  your  regular 
flight.  What  1  want  to  know,  is  that  what  you  pro¬ 
vide  under  your  contract  basis?  A.  No.  We  are  not  sched¬ 
uling  regular  stops  into  Philadelphia  coming  from  New 
York  to  Atlanta  but  if  there  is  a  demand  for  service  there, 
we  will  go  in  and  get  it. 

Q.  That  is  another  established  point?  A.  Yes,  sir. 

Q.  And  where  you  flew  the  contract  services,  those  were 
cases  where  the  individuals  wanted  to  charter  the  entire 
plane,  is  that  right?  A.  Yes,  sir.  In  most  cases.  There  is 
one  case  here  in  September  that  is  shown  on  Exhibit  107 
where  the  load  factor  is  shown  as  13.43  where  we  went  out 
after  a  load  and  carried  part  of  a  load  in  the  airplane  under 
contract  service  and  had  common  carrier  goods  in  it  at  the 
time,  which  is  the  reason  we  only  show  the  13.43  load  factor. 

Q.  But  otherwise  the  shipper  wanted  the  entire  airplane? 
A.  Yes,  sir. 

Q.  And  the  prices  under  contract  service  were  negoti¬ 
ated  in  all  cases  ?  A.  That  is  right. 
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31118 

•  #  •  t  • 

Further  Cross  Examination 
By  Mr.  Moye: 

Q.  Mr.  McDuffee,  as  i  look  through  your  Exhibit  104  1 
cannot  find  that  you  have  moved  any  perishables  such  as 
flowers  or  fruits  in  your  common  carrier  service,  although 
you  do  appear  to  have  moved  some  cut  flowers  and  some 
fruits  in  your  contract  service.  Is  that  correct?  A.  That 
is  correct 

Q.  And  I  take  it  that  you  operated  in  that  way  because 
you  could  most  expeditiously  handle  those  movements  in 
contract  service  rather  than  in  common  carrier  service.  Is 
that  correct?  A.  Yes,  and  also  due  to  the  fact  that  many 
of  the  shipments  were  to  points  not  in  our  listed  points. 

•  •  #  *  # 

31126 

•  #  <►  •  • 

Fred  Benninger 

was  called  as  a  witness  for  and  on  behalf  of  The  Flying 
Tiger  Line,  Inc.,  and  having  been  duly  sworn,  was  examined 
and  testified  as  follows : 

•  •  •  •  • 

Q.  Mr.  Benninger,  the  data  as  to  your  qualifications  are 
on  file  in  the  original  exhibits,  are  they  not?  A.  Yes,  sir, 
they  are. 

Q.  The  exhibits  which  have  just  been  marked  for  identi¬ 
fication  were  prepared  under  your  direction,  were  they  not  ? 
A.  Yes,  they  were. 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Lawler : 

Q.  Mr.  Benninger,  Exhibit  20,  Page  1,  explains  the 
method  of  preparation  of  all  these  exhibits  following  on  the 


2943 


Excerpts  from  Testimony  of  Fred  Benninger 

directional  flow,  does  it  not?  A.  That  is  right. 

31127  Q.  These  are  computed  on  dead  weight  and  on 
great  circle  mileage,  are  they  not?  A.  That  is 

right. 

Q.  Is  that  the  way  you  normally  report  these  to  the 
Board?  A.  Yes. 

Q.  That  is  the  way  you  have  always  reported  them?  A. 
That  is  right. 

Q.  Exhibit  21,  Page  1.  How  many  tariffs  has  Flying 
Tigers  filed  before?  A.  How  many  tariffs? 

Q.  Since  it  has  been  conducting  a  common  carrier  opera¬ 
tion?  A.  I  believe  the  last  tariff  number  was  No.  4. 

Q.  Do  you  remember  the  date  of  your  latest  tariff?  A.  I 
don’t  know  off-hand. 

Q.  Well,  was  it  after  the  minimum  rate  decision?  A. 
Oh,  yes.  October  4, 1948  is  the  latest. 

Q.  Can  you  give  me  the  ton-mile  rate  for  these  aircraft 
parts  and  airplane  engines  on  Page  1  of  Exhibit  21?  A. 
For  what  month? 

Q.  October  1948.  I  don’t  want  the  return.  I  want  the 
rate,  if  you  have  it.  A.  It  would  be  the  same  rate  as  we 
have  set  forth  in  our  tariff. 

Q.  Do  you  know  approximately  what  it  is,  off-hand?  A. 
I  could  refer  to  the  tariff.  From  which  points  would 

31128  you  like  to  have  it? 

Q.  Well,  let’s  have  California-New  York.  A. 
From  Los  Angeles  to  New  York?  In  what  weight  bracket? 

Q.  One  hundred  pounds.  A.  Up  to  one  hundred 
pounds? 

Q.  A  hundred  pounds  and  above.  A.  $19.60. 

Q.  How  many  volume  breaks  do  you  have  in  your  tariff 
at  present?  A.  Nine. 

Q.  Is  that  a  commodity  rate?  A.  No,  sir. 

Q.  Do  you  have  a  commodity  rate  on  phonograph 
records?  A.  No,  sir. 

Q.  Do  you  have  one  on  flowers?  A.  No,  sir. 


2944 


Excerpts  from  Testimony  of  Fred  Benninger 

Q.  Do  you  have  one  on  seafood?  A.  Yes. 

Q.  Is  that  expressed  in  a  percentage  of  your  first  class 
rate?  A.  No,  it  is  set  forth  in  the  actual  rates. 

Q.  On  Page  4  of  Exhibit  21,  the  same  question  applies  to 
other  exhibits.  You  have  a  miscellaneous  category  which 
shows  a  very  high  ton-mile  figure.  Have  you  any  informa¬ 
tion  as  to  what  percentage  of  that  miscellaneous  merchan¬ 
dise  was  handled  by  forwarders  ?  A.  Of  the  total  of  mis¬ 
cellaneous  merchandise,  I  would  say  about  75  percent  is 
considered  forwarder,  of  that  particular  group  or  classi¬ 
fication. 

31129  Q.  I  mean  that  same  answer  applies,  that  same 
classification,  in  other  directions  in  other  months? 
A.  No,  not  necessarily.  You  asked  me  from  northeast 
points. 

Q.  That  is  right,  as  the  first  one.  About  seventy-five  per¬ 
cent?  A.  That  is  right. 

Q.  What  is  it  from  the  west  to  east,  do  you  know  ?  A.  A 
rough  guess  would  be  approximately  fifty  percent. 

Q.  Is  there  much  forwarder  traffic  in  the  central  portion? 
A.  No,  there  is  not  much. 

Q.  Mostly  confined  to  the  two  coastal  areas?  A.  That 
is  right.  There  is  a  greater  amount  of  movement  from  for¬ 
warders  and  consolidators  from  the  central  points  to  the 
west  coast. 

Q.  When  you  speak  of  forwarders  throughout  you  are 
talking  about  forwarders  and  consolidators,  are  you  not? 
A.  That  is  right. 

Q.  You  have  no  breakdown  between  the  two  of  those? 
A.  No,  I  do  not.  In  fact,  I  don’t  know  who  is  a  forwarder, 
actually,  and  who  is  a  consolidator.  I  am  not  too  clear  as 
far  as  the  distinction  is  concerned,  between  the  two. 

Q.  Exhibit  24,  Page  1,  aircraft  parts  and  engines.  Were 
these  ton-miles  carried  under  a  different  rate  than  the  one 
now  in  force  as  of  March,  1948?  A.  Yes.  March,  1948,  of 
course,  was  prior  to  the  minimum  rate  order. 
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Q.  I  know  that.  A.  And  at  that  time  aircraft 

31130  parts,  at  least,  had  a  commodity  rate. 

Q.  Will  you  tell  us  what  that  is  in  terms  of  hun¬ 
dred-weight  from  California  to  the  northeast?  A.  Well, 
let’s  say  from  Los  Angeles  to  New  York.  It  would  be  ap¬ 
proximately  eight  cents  a  ton-mile. 

Q.  The  same  is  true  for  records?  A.  That  is  right. 

Q.  When  did  you  eliminate  your  deferred  rate  from  the 
tariff?  A.  July  1,  1948. 

Q.  What  was  your  flower  rate  in  March,  1948,  do  you 
know  off-hand?  A.  No,  I  don’t  remember  off-hand.  I 
could  check  it  in  the  tariff. 

Q.  Would  it  be  under  ten  cents  a  ton-mile?  A.  No.  It 
would  be  over. 

Q.  Under  fifteen?  A.  To  New  York? 

Q.  Yes.  A.  It  would  be  around  fifteen.  Maybe  a  little 
bit  less  depending  upon  the  weight  bracket. 

Q.  Exhibit  25,  Page  1.  Will  you  tell  me  what  the  rates 
were  for  these  aircraft  parts,  records  and  flowers  in  this 
month?  A.  In  October,  1947? 

Q.  Yes.  A.  Do  you  want  the  average  return  for  those 
commodities? 

31131  Q.  No,  I  want  the  rate,  say  from  Los  Angeles  to 
New  York. 

Examiner  Radcliffe :  Mr.  Lawler,  all  these  rates  are  set 
forth  in  this  tariff. 

Mr.  Lawler:  This  is  the  last  one  in  this  group.  Rather 
than  going  through  the  entire  tariff  I  thought  I  would  get 
these  three  rates. 

Examiner  Radcliffe:  We  will  permit  this  one  more 
question. 

The  Witness :  I  think  the  same  rates  applied  in  October, 
1947,  as  applied  in  March,  1948. 

By  Mr.  Lawler : 

Q.  Exhibit  26,  Page  1.  Does  this  list  all  the  cities  which 
Flying  Tiger  served  in  October,  1948  ?  A.  Yes,  sir. 
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Q.  How  many  principal  points  do  you  have  in  your  letter 
of  registration?  A.  I  think  there  were  fourteen. 

Q.  How  many  demand  points,  do  you  know?  A.  We 
never  received  any  demand  points. 

Q.  You  say  you  never  received  any  demand  points.  You 
mean  the  letter  of  registration  never  differentiated  between 
them.  Did  your  tariff  have  differentiation  between  princi¬ 
pal  and  demand  points  ?  A.  No. 

Q.  What  airport  do  you  use  at  Kansas  City?  A.  Fair¬ 
fax  Airport. 

Q.  Do  you  ever  use  Municipal?  A.  Occasionally  if  bad 
weather  or  something  else  comes  up. 

31132  Q.  Exhibit  FTL-31,  Page  2,  under  the  alcoholic 
beverages.  Can  you  tell  me  wether  you  used  Fair¬ 
fax  Airport  in  that  shipment?  A.  I  could  not  tell  you.  I 
don’t  think  so  because  Kansas  is  a  dry  state. 

Q.  Page  3  of  that  exhibit,  under  drugs  and  cosmetics,  I 
notice  an  average  return  in  October,  1948,  of  nine  cents 
between  Los  Angeles  and  Chicago  and  between  Los  Angeles 
and  Cleveland.  A.  Drugs  and  cosmetics  has  a  commodity 
rate. 

Q.  And  it  came  out  with  a  net  return  of  nine  cents?  A. 
In  that  particular  movement  between  Los  Angeles  and  St. 
Louis  and  New  York,  it  did. 

Q.  Would  that  be  a  very  heavy  shipment?  A.  It  w’ould 
be  a  heavy  shipment,  close  to  the  over  ten  thousand  pound 
rate. 

Q.  Have  you  any  break-down  of  the  average  returns 
from  forwarder  traffic  as  opposed  to  normal  shipper 
traffic?  A.  No,  I  do  not.  The  forwarders,  of  course,  have 
the  same  tariff  applicable  to  them  as  any  other  shipper  and 
we  treat  them  just  as  another  shipper  but  I  do  not  have  the 
difference  between  forwarders  traffic  or  return-  from  for¬ 
warders  traffic  and  other  types  of  traffic. 

Q.  Have  you  any  figures  on  the  percentage  of  shippers 
which  are  forwarders  in  the  various  weight  brackets?  A. 
Well,  I  have  an  exhibit  in  this  book  here  showing  the  num- 
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ber  of  shippers  served  through  forwarders  and  those 
served  through  non-forwarders. 

Q.  I  realize  that.  I  am  asking  in  the  various  nine 

31133  weight  brackets  you  previously  have  in  your  tariff. 
Have  you  any  break-down  showing  which  class  the 

forwarders  predominate  in?  A.  No,  I  do  not  have  that. 

Q.  Have  you  an  exhibit  on  the  average  weight  of  your 
shipments  ?  A.  No. 

Q.  I  notice  in  your  September  30th  report  submitted  to 
the  Board  for  the  quarter  ending  September  30,  1948,  you 
list  Philadelphia  as  a  point  served.  Is  that  correct?  That 
is  on  Exhibit  6  of  your  quarterly  report  ending  September 
30.  It  is  the  third  from  the  bottom.  A.  That  is  right. 

Q.  On  Exhibit  41,  Page  1,  there  is  a  list  of  points  and 
shippers.  A.  Yes,  sir. 

Q.  Was  Philadelphia  served  in  one  of  the  odd  months  of 
that  quarter?  A.  Evidently  not. 

Q.  It  was  not  served  in  either  July  or  September?  A. 
No,  sir,  not  for  the  five  months  we  have  picked  for  these 
exhibits. 

Q.  I  notice  in  each  of  your  quarterly  reports  that  Phila¬ 
delphia  has  a  fairly  high  per-flight  tonnage  factor  and  also 
has  very  few  flights.  A.  Are  you  referring  to  the  tons  em¬ 
planed  and  deplaned? 

Q.  That  is  correct  and  the  number  of  flights.  Do  you 
serve  Philadelphia  any  differently  than  you  do  other 
points?  A.  Well,  we  have  been  serving  Philadel- 

31134  phia  on  a  regular  basis  for  some  time.  At  the  pres¬ 
ent  time  we  have  suspended  operations  into  Phila¬ 
delphia  and  will  serve  Philadelphia  only  on  a  demand  ser¬ 
vice  basis.  That  is  probably  the  answer  to  vour  question 
why  it  is  that  you  find  in  the  reports  so  few  flights  but  still 
the  high  amount  of  tonnage  emplaned  or  deplaned. 

Q.  I  thought  you  told  me  you  had  no  demand  points.  A. 
Well,  there  were  fourteen  points  that  were  given  to  us  un¬ 
der  a  letter  of  registration.  Some  of  them  we  have  elected 
to  serve  on  demand  service  and  some  as  principal  points. 


2948 


Excerpts  from  Testimony  of  Fred  Benninger 

Q.  I  thought  you  told  me  before  that  your  tariff  made  no 
differentiation  between  principal  and  demand  points.  A. 
That  is  right,  except  that  we  do  say  in  our  tariff  that  we 
have  temporarily  suspended  operations  on  a  regular  basis 
into  three  or  four  points  but  we  will  serve  tnem  on  a 
demand  basis. 

Q.  Then  your  tariff  does  differentiate  between  principal 
points  and  demand  points  to  that  extent?  A.  Well,  you 
might  say  that  is  true. 

Q.  Are  there  any  points  listed  in  your  letter  of  registra¬ 
tion  that  you  have  never  served?  A.  That  we  have  never 
served? 

Q.  Yes,  under  common  carrier  operations.  A.  I  think 
Seattle,  Washington. 

Q.  Do  you  conduct  any  contract  operations?  A. 
Charters  and  contract  operations,  yes. 

Q.  In  addition  to  your  common  carrier  service? 
31135  A.  Yes,  sir. 

Q.  Do  you  do  that  yourself  or  do  you  rent  planes 
to  others  to  do  it?  A.  For  instance  a  while  ago  the  Army 
called  up  and  wanted  to  have  a  certain  amount  of  freight 
moved.  It  was  on  a  negotiated  basis,  usually  a  per-plane- 
mile  basis,  and  we  fly  the  plane  and  the  Army  usually  takes 
care  of  the  loading  and  unloading  and  ground  services. 

Q.  That  is  done  on  a  contract  basis,  not  under  a  special 
tariff?  A.  That  is  right. 

Q.  Do  you  lease  your  planes  to  the  passenger  carriers? 
A.  Yes. 

Q.  How  many  planes  did  you  have  in  the  quarter  ending 
September  30,  1948,  do  you  know?  A.  How  many  planes 
did  we  own? 

Q.  Yes,  the  Flying  Tiger  Line.  A.  As  of  the  quarter 
ending  September  30,  we  owned  three  C-47*s  and  three 
C-54’s  and  leased  three  C-54’s,  a  total  of  six. 

Q.  During  that  quarter  did  you  lease  any  of  these  planes 
to  passenger  carriers  ?  A.  Yes. 
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Q.  Which  ones,  the  -47’s  or  the  -54’s  ?  A.  -54’s. 

Q.  How  often  were  they  leased,  could  you  tell  me,  Mr. 
Benninger?  A.  Well,  quite  regularly  over  every  week¬ 
end. 

Q.  Did  your  crews  fly  them  or  was  the  plane  just  rented  ? 
A.  In  some  of  the  cases  the  planes  were  rented  dry, 

31136  or  dry  leased,  and  in  some  of  the  cases  I  had  to  fur¬ 
nish  the  crews  because  we  have  in  our  insurance 

policy  a  clause  whereby  nobody  will  fly  our  planes  unless 
they  are  either  on  our  regular  pay-roll  or  have  been  checked 
out  by  our  chief  pilot. 

Q.  So,  in  other  words,  before  the  crews  of  these  passen¬ 
ger  carriers  can  fly  these  planes  they  must  be  checked  out 
by  your  pilot?  A.  They  must  have  been  checked  out 
by  my  chief  pilot  or  must  have  been  on  my  pay-roll  pre¬ 
viously  or  still  are  on  my  pay-roll. 

Q.  Do  you  use  the  standard  form  of  lease?  A.  No,  I  do 
not. 

Q.  Do  you  mean  a  new  and  individual  lease  is  drawn  up 
every  weekend?  A.  Yes,  sir. 

Q.  Does  it  vary  much  from  weekend  to  weekend?  A. 
Well,  yes  it  does  under  the  circumstances,  depending  upon 
where  the  origination  point  is  and  the  destination  point, 
the  route  and  the  terms. 

Q.  Do  you  have  any  objection  to  supplying  typical  leases 
for  the  record  ?  A.  All  my  leases  are  on  file  with  the  CAB. 

Q.  The  basis  of  compensation  for  this  lease  is  what,  on 
hours  or  miles  or  what?  A.  It  varies.  Sometimes  it  is  on 
a  plane-mile  basis  and  sometimes  it  is  on  an  hourly  basis. 
If  it  involves  lay-over  it  might  be  hourly.  Most  of  the  times 
it  is  what  the  traffic  will  bear. 

31137  Q.  You  don’t  have  any  percentage  leases  by 
which  you  are  paid  a  percentage  of  what  they 

take  in?  A.  No,  sir. 

Q.  These  exhibits,  71  and  81,  you  have  excluded  from 
these,  or  at  least  the  71  series,  revenue  not  attributable 
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to  transportation,  have  you  not?  A.  That  is  right.  This 
sets  forth  only  the  revenue  from  common  carriage  freight. 

Q.  Will  you  turn  to  exhibit  81,  Page  1,  please?  "What 
are  these  notes  receivable  from  shippers  under  the  asset 
side?  A.  Eleven  thousand? 

Q.  That  is  correct.  A.  Those  are  notes  that  we  have 
been  able  to  secure  from  creditors  or  from  shippers  that 
unfortunately  didn’t  have  such  a  good  credit  standing 
and  in  order  to  secure  a  better  equity  into  their  business 
we  have  been  able  to  get  a  note  rather  than  just  an  open 
account. 

Usually  these  notes,  those  three  notes,  I  believe,  are 
payable  in  monthly  installments  and  are  secured. 

Q.  They  are  secured?  A.  Yes,  sir. 

Q.  And  they  get  thirty-day  credit  is  what  they  really 
do?  A.  Some  of  the  notes  are  payable  over  a  period  of 
time  extending  five  or  six  months. 

Q.  Are  any  of  those  forwarder  notes?  A.  No,  I  don’t 
believe  so. 

1 Q.  Under  the  shipper  accounts  receivable,  what  are 
your  standard  terms  to  shippers?  A.  Seven  days. 
3113S  .  Q.  As  I  read  your  P.  and  L.  for  September  30, 
1948,  Exhibit  71,  Page  1,  your  total  income  for 
the  quarter  is  about  $475,000,  isn’t  it?  A.  Our  freight 
income  ? 

Q.  Yes.  A.  Yes,  sir. 

Q.  That  is  about  a  hundred  and  sixty  thousand  dollars 
a  month?  A.  That  is  right. 

Q.  Is  this  pretty  regular  or  was  it  during  that  period? 
A.  Yes,  it  is. 

Q.  From  that  do  I  conclude  that  part  of  these  244,000 
of  shipper  receivables  over  on  Exhibit  81  are  over  thirty 
days  old?  A.  That  is  right,  sir. 

1  Q.  What  are  the  miscellaneous  receivables  to  the  ex¬ 
tent  of  $108,000?  A.  They  are  comprised  of  two  items. 
One  of  them  is  an  insurance  loss  which  happened  on  one 
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of  our  ships  which  has  not  been  reimbursed  by  the  insur¬ 
ance  company  yet.  The  other  item  consists  of  a  returned 
dividend  on  an  insurance  policy  which  has  not  been  paid 
yet,  a  profit-sharing  dividend. 

Q.  Was  this  a  -47  or  a  -54?  A.  -54. 

Q.  And  your  insurable  interest  is  only  to  the  extent 
of  what  you  paid  for  the  plane  plus  your  modification 
costs?  A.  Yes. 

Q.  Some  place  around  fifty-five  thousand  dol- 
31139  lars,  around  there?  A.  You  are  talking  about  my 
insurable  interest? 

Q.  I  noticed  a  hundred  and  seventy-eight  thousand 
dollars.  A.  The  damage  to  the  airplane  was  approxi¬ 
mately  sixty  thousand  dollars  and  that  is  the  amount 
that  is  coming  from  the  insurance  company  for  repairing 
the  airplane. 

Q.  How  long  has  that  account  been  open?  A.  Well, 
the  damage  occurred  in  May  and  we  completed  the  re¬ 
pairs  in  about  July,  I  believe. 

Q.  Have  you  got  that  same  group  of  quarterly  reports 
for  September  30,  1947? 

Mr.  Meyers:  You  want  the  1947  one? 

Mr.  Lawler:  1948,  I  am  sorry,  Exhibit  5. 

By  Mr.  Lawler: 

Q.  Will  you  explain  to  me  why  you  have  such  a  high 
percentage  of  non-revenue  mileage  on  the  -4*s  rather 
than  the  -3’s?  A.  Our  utilization  on  DC-3’s  has  been 
low  in  comparison  to  DC-4’s.  Inasmuch  as  we  fly  approx¬ 
imately  S.85  hours  on  the  DC-4’s,  engine  changes  occur 
quite  rapidly.  Every  time  you  change  an  engine  before 
you  return  the  aircraft  to  its  regular  run  you  have  to 
make  a  test  hop.  It  usually  lasts  twenty  to  thirty  or  forty 
or  fifty  minutes.  Therefore,  you  fly  many  more  aircraft 
miles  on  a  DC-4  that  are  non-revenue. 

Q.  Which  type  do  you  use  to  serve  your  demand 
points,  or  is  there  no  general  rule?  A.  There  is  no  gen¬ 
eral  rule.  It  is  mostly  -54’s. 
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Q.  Do  you  use  the  -3’s  for,  mostly,  shuttle  op- 

31140  erations?  A.  Shuttle  operations,  yes. 

Q.  New  York-Chicago?  A.  No.  Occasionally  we 
do  that  but  it  is  usually  Chicago-Detroit-Cleveland  or 
San  Francisco-Los  Angeles. 

Q.  Let's  turn  to  Exhibit  6  on  the  next  page.  Would  I 
get  a  fair  statement  of  the  per  plane  shipment  if  I  divide 
the  numbers  of  arrivals  and  departures  into  the  number 
of  tons?  A.  I  don’t  quite  follow  you. 

Q.  Well,  let’s  take  Chicago;  you  have  five  hundred 
thirty-seven  arrivals  and  departures,  do  you  not?  A. 
Yes,  sir. 

;  Q.  And  you  have  257  tons  of  freight,  is  that  correct? 
A.  Yes,  sir. 

Q.  And  I  gather  from  that  your  average  shipment 
would  be  about  500  pounds.  A.  No,  I  don’t  think  you 
can  use  that  criterion. 

Q.  You  cannot  work  it  out  that  way?  A.  No,  sir. 

Q.  Have  you  been  renting  planes  to  passenger  carri¬ 
ers  during  the  entire  year  1948?  A.  No,  sir,  I  have  not. 

Q.  Do  you  know  when  you  started?  A.  I  would  say 
about  May,  I  believe. 

Q.  Mr.  Prescott,  I  gather,  will  testify  as  to  the  policy 
behind  that. 

Mr.  Meyers:  That  is  right. 

Mr.  Lawler:  That  is  all,  Mr.  Benninger. 

Examiner  Radcliffe:  Northwest,  Mr.  Richardson. 

31141  Cross  Examination 
By  Mr.  Richardson: 

Q.  In  Exhibit  90,  have  you  any  further  explanation  to 
add  other  than  you  have  already  testified  to  in  that  ex¬ 
hibit  with  respect  to  the  demand  point  situation?  I  am  a 
little  confused  as  to  whether  you  do  have  demand  points 
or  whether  you  made  part  of  your  fourteen  points  demand 
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points.  I  wondered  if  there  is  any  explanation  that  oc¬ 
curs  to  you  that  would  make  that  a  little  more  clear.  A. 
Well,  when  we  originally  received  the  fourteen  points  in 
the  certificate,  the  letter  of  registration,  we  chose  to 
serve  approximately  ten  or  twelve  of  those  points  as 
principal  points.  The  remaining  two  or  three  points  we 
would  serve  on  a  demand  service  as  requested  but  we 
made  an  annotation  in  our  tariff  at  that  time  that  we 
have  suspended  regular  operations  to  those  remaining 
points.  Does  that  clarify  it? 

Q.  Yes.  That  is  the  extent  of  your  demand  point  de¬ 
velopment?  A.  Yes. 

Air.  Richardson:  That  is  all.  No  further  questions. 

Examiner  Radcliffe:  United,  Mr.  Rett 

Cross  Examination 
By  Air.  Rett: 

Q.  Air.  Benninger,  turning  to  your  Exhibit  21  and,  as 
a  matter  of  fact,  this  whole  series  of  exhibits  through  25, 
do  they  purport’ to  show  all  traffic  to  and  from  all  cities 
served  by  you  during  those  particular  months  in 
31142  question?  A.  Yes,  sir. 

Q.  And  during  those  various  months  there  were 
only  the  eight  cities  which  are  listed  on  Exhibit  20,  is 
that  correct?  A.  That  is  right. 

Q.  Does  the  traffic  shown  in  this  series  of  exhibits  in¬ 
clude  traffic  which  is  carried  on  a  charter  basis?  A.  No. 
sir. 

Q.  Or  a  contract  basis?  A.  No,  sir. 

Q.  It  is  all  common  carriage  traffic?  A.  Yes,  sir. 

Q.  Does  it  include  interline  traffic?  A.  I  assume  that 
you  mean  if  I  carry  a  shipment  from  Los  Angeles  to 
Chicago  and  then  trans-ship  it  from  Chicago  down  to 
Aliami  and  fiy  Eastern,  it  would  include  the  part  of  the 
shipments  where  I  carried  from  Los  Angeles  to  Chicago. 
It  would  not  include  the  leg  from  Chicago  to  Aliami. 


2954 


Excerpts  from  Testimony  of  Fred  Benninger 

Q.  It  includes  your  ton-miles  up  to  between  Los  An¬ 
geles  and  Chicago?  A.  That  is  right. 

Q.  Is  there  any  export  or  import  traffic  included  in 
here  that  would  be  included  on  the  same  basis?  A.  Well, 
thete  might  be  in  some  bond  shipments. 

Q.  And  it  would  be  your  portion  of  the  carriage?  A. 
Yes,  sir,  that  is  right. 

Q.  I  believe  you  testified  that  the  tons  and  ton-miles 
that  you  report  to  the  Board  are  computed  on  the  same 
basis  that  these  exhibits  are.  A.  Dead  weight  and  a 
great  circle  mileage  basis. 

31143  Q.  In  reply  to  a  question  by  Mr.  Lawler,  you 
discussed  the  miscellaneous  merchandise  category. 
I  think  you  gave  the  percentage  break-downs  from  north¬ 
east  points  and  from  West  Coast  points.  What  is  the 
percentage  on  central  to  West  Coast,  or  the  total  out  of 
central  which  is  represented  by  forwarder  traffic?  A. 
Any  particular  month? 

Q.  I  believe  you  were  testifying  as  to  October  before, 
isn’t  that  correct?  A.  That  is  correct. 

Q.  I  would  like  it  for  the  same  month.  A.  That  is 
from  central  points? 

Q.  Yes.  A.  From  Central  points  to  California  points 
it  is  approximately,  I  would  say,  fifty  percent  of  it. 

Mr.  Zapple:  That  is  October,  1948,  isn’t  it? 

The  Witness:  Yes.  That  is  as  of  the  miscellaneous 
classification. 

By  Mr.  Rett: 

Q.  From  that  I  understand  that  there  is  forwarder  traffic 
in  the  other  classifications.  A.  No,  because  usually  for¬ 
warder’s  merchandise  is  the  type  of  merchandise  that  when 
you  receive  it  on  an  air  bill  you  cannot  tell  what  it  is.  That 
is  why  I  have  been  forced  to  more  or  less  classify  it  as  mis¬ 
cellaneous,  unidentified,  this  forwarder  traffic. 

Q.  What  I  am  trying  to  get  clear  is  this :  When  you  gave 
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me  these  percentages  before  on  the  miscellaneous  merchan- 
dise,  you  emphasized  that  it  was  applied  to  that 

31144  particular  classification.  After  you  had  made  that 
point,  I  wondered  whether  there  was  forwarder 

traffic  in  other  classifications,  because  you  were  emphasiz¬ 
ing  that  the  traffic  in  the  miscellaneous  classification  from 
the  northeast  points  amounted  to  seventy-five  percent.  You 
said  in  that  particular  classification.  I  wanted  to  know 
whether  there  was  forwarder  traffic  in  other  classifications. 
A.  No,  what  I  wanted  to  bring  out  is  that  the  forwarder’s 
traffic  represents  fifty  percent  from  the  central  points  from 
the  miscellaneous  classification,  not  the  total  amount  of 
traffic  from  the  central  points. 

Q.  Do  you  know  what  the  percentage  of  your  total  traf¬ 
fic  is  that  is  represented  by  forwarder  traffic?  A.  My 
grand  total? 

Q.  Yes.  A.  I  would  say  between  ten  and  twelve  percent, 
perhaps  fifteen  percent.  Between  ten  and  fifteen  percent. 

Q.  Is  that  in  terms  of  tons,  ton-miles  or  revenues?  A. 
Both,  revenue  and  ton-miles. 

Q.  As  I  understand  it,  you  don’t  have  a  break-down  of 
the  types  of  merchandise  that  are  included  in  this  miscel¬ 
laneous  merchandise  category.  A.  No,  if  I  knew  what  was 
shipped  I  would  classify  it  according  to  my  classifications, 
but  unfortunately,  usually  you  don’t  know. 

Q.  On  Page  1  of  Exhibit  21,  Pages  1  and  2,  you  show 
about  51  different  classifications  and  on  Page  3  about  34. 
Is  there  any  different  basis  used  in  classifying  commodities 
from  California?  A.  No,  sir,  it  is  a  uniform  basis. 

31145  Q.  There  just  were  not  as  many  commodities  out 
of  the  central  points  or  the  other  points,  is  that  cor¬ 
rect?  A.  That  is  correct. 

Q.  In  March,  1934,  I  believe  you  testified  you  had  a  de¬ 
ferred  rate.  A.  I  didn’t  hear  you.  What  was  that  question 
again? 

Q.  I  should  say  1948.  A.  Yes,  I  had. 
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Q.  On  Exhibit  34,  Page  1,  that  is  aircraft  parts  and  as¬ 
semblies,  did  they  move  at  the  deferred  rate,  do  you  know? 
A.  Not  all  of  them.  Some  of  them  did. 

Q.  There  was  some  deferred  rate  traffic?  A.  That  is 
right.  Deferred  rate  at  that  time  was  only  applicable  to 
shipments  from  west  to  east.  They  were  not  applicable  to 
shipments  from  east  to  west.  Also,  of  course,  they  attached 
the  deferred  basis  to  it  when  there  was  no  urgency  in  move¬ 
ment.  Some  of  them  did  request  that  they  have  first  class 
service  and  therefore  they  had  to  pay  the  higher  rate. 

Q.  Was  the  deferred  rate  on  a  percentage  basis?  A.  No, 
it  was  nine  dollars  a  hundred  flat. 

Q.  In  other  words,  this  west  to  east  traffic  under  this 
category  probably  moved  at  the  deferred  rate.  A.  Some 
of  it,  I  would  say,  not  all  of  it. 

Q.  Would  that  be  true  of  drugs  and  cosmetics,  west  to 
east,  on  the  following  page?  A.  Well,  drugs  and  cos¬ 
metics,  I  believe,  at  that  time,  had  a  eighty-five 
31146  percent  commodity  rate,  eighty-five  percent  of  first 
class,  which  applied  to  both  east  to  west  as  well  as 
west  to  east. 

Q.  I  see.  Was  that  just  on  the  commodity  rate  or  did  it 
include  deferred  rate  traffic?  A.  On  drugs,  you  mean? 

Q.  Yes,  drugs  and  cosmetics.  A.  There  was  no  defer¬ 
red  rate  on  drugs  and  cosmetics. 

Q.  Did  you  have  deferred  rates  on  particular  items?  A. 
Yes,  only  three  items. 

Q.  What  were  they?  A.  Vending  machines,  phono¬ 
graph  records  and  aircraft  parts. 

Q.  This  same  series  of  exhibits,  do  they  include  pick-up 
and  delivery  charges?  A.  No,  sir,  they  do  not. 

Q.  Assembly  and  distribution  charges?  A.  No,  sir, 
straight  weight  rate  charges. 

Q.  They  don’t  include  excess  valuations  either?  A.  No, 
sir. 

Q.  And  again  there  is  no  charter  or  contract  traffic  in¬ 
cluded  in  these  computations?  A.  No,  they  are  excluded. 
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Q.  Exhibits  40  and  41,  please.  Are  the  shippers  shown 
or  just  consignees?  A.  Yes,  sir. 

Q.  No  consignors?  A.  No,  sir. 

Q.  Where  the  forwarder  is  a  consignee,  is  he  in- 

31147  eluded  as  a  shipper?  A.  No,  he  is  not.  What  we 
have  determined  is  the  number  of  shippers  or  con¬ 
signees  served  through  the  forwarder  and  that  included, 
that  total  was  included  in  our  exhibit. 

Q.  Do  you  know  how  many  forwarders  you  had  during 
October,  1948?  A.  I  would  say  approximately  between 
ten  and  twelve.  Those  are  not  strictly  all  forwarders  of 
whatever  classification  they  might  have  shipped  in.  Some 
of  them  might  be  consolidators. 

Q.  I  was  using  the  term  that  broadly.  In  counting  vour 
own  consignees,  Mr.  Benninger,  if  a  consignee  had  more 
than  one  location  in  a  particular  town  did  you  count  the 
consignee  twice?  A.  From  my  own  experience  by  going 
through  these  I  have  never  seen  a  case  wherein  you  might 
say  you  have  two  stores  in  one  city  and  served  through  two 
air  bills.  It  may  be  possible  that  there  are  two  locations  in 
one  city  and  we  serve  the  two  stores,  but  it  is  under  one  air 
bill. 

Q.  And  you  counted  them  only  once  in  that  case?  A. 
Yes. 

Q.  You  mean  you  don’t  have  any  instances  where  one 
shipment  was  designated  to  one  store  and  the  second  time 
the  shipment  was  to  another  store  of  the  same  company? 
A.  No. 

Q.  And  I  take  it  that  the  consignees  were  only  counted 
once  irrespective  of  the  number  of  shipments  made  to  them 
in  a  particular  month?  A.  That  is  right. 

Q.  Were  there  instances  where  one  forwarder 

31148  served  one  shipper  and  another  forwarder  served 
the  same  shipper?  I  note  you  examined  the  delivery 

records  and  manifests  of  the  forwarders.  A.  I  don’t  think 
so. 


2958 


Excerpts  from  Testimony  of  Fred  Benninger 

Q.  You  were  able  to  obtain  ninety  percent  of  the  number 
of  consignees  served  by  forwarders  and  consolidators  by 
actual  count?  A.  We  have  made  it  sort  of  a  rule  that  in 
any  consolidated  shipments  either  coming  through  a  for¬ 
warder  or  a  consolidator,  if  at  all  possible  we  attach  to  the 
waybill  a  break-down  or  a  manifest  of  the  individual  ship¬ 
ments.  The  reason  for  that  ruling  is  for  insurance  purposes 
in  case  something  gets  lost.  If  wTe  receive  a  consolidated 
shipment  and  for  purposes  of  arriving  at  the  number  of 
consignees  we  were  able  to  go  back  to  that  break-down  and 
arrive  at  a  count  of  the  total  number  of  consignees  served 
by  that  forwarder. 

Q.  How  was  the  estimate  of  the  other  ten  percent  made? 
A. 1  Unfortunately,  the  only  thing  we  could  do  was  to  call 
them  up  on  the  phone  and  tell  them  to  give  us  that  figure. 

Q.  And  you  don’t  know  on  what  basis  they  made  the  rest 
of  it?  A.  No.  In  some  cases  I  explained  to  them  for  what 
purpose  I  needed  it  and  in  smaller  cases  I  did  not.  Whether 
they  were  one  hundred  percent  correct  or  not,  I  couldn’t 
say. 

Q.  What  did  you  ask  them  for,  the  total  number  of  con¬ 
signees  they  served  on  shipments  through  you?  A.  I 
asked  them  to  give  me  the  total  number  of  con- 
31149  signees  they  had  served  for  those  particular  five 
months.  Some  of  them  hadn’t  been  in  business  in 
those  five  months  so  it  applied  only  to  two  or  three  months. 

Q.  And  then  you  deducted  the  actual  count  from  the 
manifest  that  you  had  from  that?  A.  That  is  right.  Well, 
only  certain  consolidators  are  actually  attaching  the  mani¬ 
fests  to  them,  so  those  I  didn’t  have  to  approach. 

Q.  I  believe  you  have  the  September  30  quarterly  report 
there.  All  of  the  nine  aircraft  that  are  referred  to  in  Ex¬ 
hibit  3  were  utilized  in  your  air  freight  operations  in  the 
September  30  quarter?  A.  Well,  one  aircraft  I  just  pro¬ 
cured  in  the  late  part  of  September. 
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Q.  And  that  one  was  not  utilized.  Outside  of  that  the 
other  eight  were?  A.  It  was  just  in  modification. 

Q.  I  take  it  the  right  hand  column  showing  the  leased 
airplanes  from  the  Army  is  one  in  error  in  view  of  your 
previous  statement  that  you  have  only  three  leased  planes. 
A.  That  is  right.  059277,  a  DC-3,  I  own  that. 

Q.  The  airplanes  license  number  91071  and  91083,  were 
those  the  two  DC-4’s  you  obtained  from  Willis?  A.  Yes, 
sir. 

Q.  Is  the  figure  shown  opposite  them  under  “cost”  the 
amount  that  you  bought  them  for  from  Willis?  A.  No, 
the  cost,  as  you  see,  is  the  monthly  rental,  the  $3,473. 

Q.  That  is  the  monthly  rental?  A.  Yes.  It  has 
31150  an  asterisk  after  it. 

Q.  What  was  the  price  that  you  agreed  to  pay  for 
those  two  airplanes?  A.  We  agreed  to  pay  the  amount  of 
money  that  Willis  had  spent  on  the  modification  and  licens¬ 
ing  of  those  aircraft.  I  think  it  was  approximately  eighty 
thousand  dollars. 

Q.  Each  or  for  both?  A.  Both. 

Q.  As  I  understand,  those  planes  had  been  leased  by 
Willis  itself  from  the  government.  A.  Yes,  sir. 

Q.  On  the  chartering  of  these  airplanes,  you  have  re¬ 
ferred  only  to  an  Army  charter,  I  believe.  Were  there  any 
other  charters  that  you  conducted  during  the  September 
30,  1948  quarter?  A.  Yes,  there  was  one  horse  charter 
from  Los  Angeles  to  MacArthur  Field  in  New  York. 

Q.  Is  that  the  only  one  during  that  quarter?  A.  Yes, 
sir. 

Q.  Or  w’as  the  Army  one  in  that  quarter,  too?  A.  The 
Army  plus  that  horse  job. 

Q.  Were  all  the  charters  in  connection  with  cargo  opera¬ 
tions?  A.  Yes. 

Q.  How  many  charters  were  there  in  the  June  30  quar¬ 
ter?  A.  I  don’t  remember  the  exact  number  but  there  were 
approximately  five  or  seven,  between  five  and  seven. 
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Q.  And  those  were  cargo  charters?  A.  Yes, 

31151  sir. 

Q.  In  all  cases?  A.  That  is  right 

Q.  And  the  leases  of  planes  and  crews  were  to  non- 
certificated  carriers?  A.  Some  were  to  certificated  car¬ 
riers  and  some  to  non-certificated  carriers. 

Q.  In  most  instances  to  non-certificated  carriers?  A. 
Yes,  I  would  say  so,  predominantly. 

Q.  And  those  leases,  were  they  generally  for  passenger 
transportation?  A.  Yes,  I  think  they  were. 

Q.  And  in  most  cases  you  also  hired  the  crew  along  with 
the  airplane,  is  that  correct?  A.  No,  I  would  not  say  that 
is  true.  The  crews  were  furnished  and  checked  out  by  me. 
In  other  words,  they  may  have  been  crews  that  had  been  fly¬ 
ing  for  me  in  the  Pacific  or  had  been  in  my  employment  one 
or  two  years  ago.  For  this  particular  purpose  I  furnished 
them  because  they  had  been  checked  out  on  my  procedures 
and  came  under  my  insurance  policies  insofar  as  the  hull 
insurance  was  concerned. 

Q.  These  crews  that  you  say  you  may  have  used  on  the 
Pacific  and  furnished  for  this  operation,  are  they  crews 
presently  in  your  employ?  A.  Some  are  and  some  are  not. 
Some  are  just  in  reserve. 

Q.  And  you  called  them  in  from  the  outside? 

31152  A.  Yes,  sir. 

Q.  And  in  other  cases  you  used  your  own  per¬ 
sonnel?  A.  That  is  right 

Q.  Do  you  know  how  many  hours  your  airplanes  were 
under  such  leases  during  the  September  30  quarter?  A.  I 
think  it  was  close  to  six  hundred  hours. 

Mr.  Lawler:  That  is  for  the  quarter  ending  September 
30? 

The  Witness:  For  the  quarter  ending  then,  it  would 
probably  be  close  to  fifteen  hundred  hours. 
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By  Mr.  Rett: 

Q.  That  is  both  C-54’s  and  DC-3’s,  is  that  correct?  A. 
Yes,  sir. 

Q.  And  most  of  that  was  on  DC-4’s?  A.  Yes,  sir. 

Q.  On  your  Exhibit  5  of  the  September  30  quarterly  re¬ 
port,  1948,  do  the  revenue  miles  shown  there  include  the 
hours  during  which  these  airplanes  were  under  lease?  A. 
No,  sir. 

Q.  This  is  purely  revenue  and  non-revenue  in  relation 
to  your  common  carrier  freight  operations?  A.  That  is 
right. 

Q.  And  those  hours  and  miles  likewise  on  Exhibit  5  don’t 
include  your  charter  operation?  A.  No,  sir. 

Q.  Turn  to  your  Exhibits  60  and  61,  please,  Mr.  Ben¬ 
ninger.  The  load  factors  again  were  computed  by  dead 
weight  and  by  that  I  take  it  you  mean  actual  weight?  A. 
Yes,  sir. 

Q.  How  did  you  arrive  at  the  capacities  stated  on  Ex¬ 
hibit  60  for  your  C-54’s  and  C-47’s?  A.  Twenty 
31153  thousand  pounds  ? 

Q.  Yes.  A.  For  our  type  of  equipment,  the 
usual  allowable  pay  load  is  twenty  thousand  pounds.  The 
same  thing  with  C-47’s,  it  is  seventy-five  hundred  pounds. 

Q.  Do  you  mean  for  your  type  of  operations,  the  par¬ 
ticular  CAR  that  you  operate  under?  A.  No,  what  I  re¬ 
fer  to  is  the  distinction  between  the  C-54-a’s  and  C-54-B’s. 

Q.  And  yours  are  which?  A.  C-54-B’s,  D’s  and  G’s. 

Q.  How  were  the  load  factors  appearing  on  the  next  page 
computed,  on  the  available  ton-miles  versus  the  actual  ton- 
mile  basis?  A.  They  were  computed  by  taking  the  num¬ 
ber  of  miles  flown  multiplied  by  the  tons  available,  or  the 
available  ton-mile  capacity,  and  then  divide  into  that  the 
actual  ton-miles  flowm,  arriving  at  a  load  factor  percent¬ 
age. 

Q.  In  other  words,  the  ratio  of  actual  ton-miles  to  avail¬ 
able  ton-miles?  A.  That  is  right. 
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Q.  That  ton-miles  available  was  computed  on  the  basis 
of  great  circle  distance?  A.  Yes. 

Q.  Taking  the  C-54  westbound  flight  on  September  1,  the 
one  hundred  percent  would  mean  that  the  full  twenty 
thousand  pounds  of  cargo  was  aboard  that  airplane  for  the 
entire  trip?  A.  Yes,  sir. 

31154  Q.  What  was  the  origination  and  destination? 
A.  Probablv  New  York  and  destination  would  have 

•j 

been  Los  Angeles.  It  could  have  been,  without  looking  at 
this  particular  flight,  that  it  originated,  let’s  say,  in  Detroit 
or  Cleveland  and  ended  in  Los  Angeles  or  San  Francisco. 

Q.  This  is  for  October?  A.  No,  this  is  September. 

Examiner  Cusick:  You  referred  to  September  1. 

Mr.  Rett :  I  am  sorry,  I  meant  October  1. 

By  Mr.  Rett : 

Q.  During  the  month  of  October,  can  you  give  me  the 
points  of  origination  and  destination  of  the  eastbound 
flights  and  the  westbound  flights.  I  don’t  vrant  them  by 
flight.  A.  The  points  of  origination  in  the  west  would  have 
been  either  Los  Angeles  or  San  Francisco.  The  points  of 
origination  in  the  east  would  have  been  either  New  York  or 
Cleveland  or  Detroit. 

Q.  Or  Chicago?  A.  No,  I  don’t  think  we  originated  any 
flights  in  Chicago. 

Q.  And  destinations?  A.  Well,  that  would  be  where 
the  flights  terminated? 

Q.  Yes.  A.  It  would  be  Los  Angeles,  San  Francisco  on 
the  West  Coast,  or  New  York,  Chicago  and  Cleveland  on 
the  East  Coast. 

Q.  And  Chicago?  A.  Pardon  me,  Cleveland 

31155  and  Detroit. 

Q.  On  the  north-south  flights,  are  those  San 
Francisco-Los  Angeles  flights?  A.  Yes,  sir. 

Q.  Exclusively?  A.  Yes,  sir. 
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Q.  Your  Exhibit  26,  if  I  read  it  correctly,  shows  that 
there  is  about  three  times  as  much  northbound  traffic  from 
Los  Angeles  to  San  Francisco  as  there  is  southbound 
traffic.  Is  that  a  correct  interpretation  of  the  last  set  of 
figures  on  that  exhibit?  It  is  seven  to  twenty  thousand? 
A.  That  is  right. 

Q.  And  your  Exhibit  61,  however,  shows  more  flights 
and  higher  load  factors  northbound.  I  wondered  what  ex¬ 
planation  you  had  of  that.  A.  Well,  for  purposes  of  com¬ 
puting  ton-miles  carried,  if  a  shipment  originates  in  San 
Francisco  destined  to  New  York  we  would  take  the  great 
circle  mileage  east  from  San  Francisco  to  New  York. 
However,  for  practical  carriage  of  freight  we  would  take 
it  probably  in  a  C-47  from  San  Francisco,  carry  it  down  to 
Los  Angeles  and  put  it  aboard  our  C-54  and  carry  it  to  New 
York.  Therefore,  for  purposes  of  the  carrying  of  ton-miles, 
you  show  your  actual  traffic  that  moves  between  Los 
Angeles  and  San  Francisco  exclusively  to  be  very  little  in 
comparison  to  the  amount  of  freight  carried  between  Los 
Angeles  and  San  Francisco  for  purposes  of  trans-shipment 
to  the  east. 

Q.  In  other  words  a  lot  of  this  traffic  here  is  trans-ship¬ 
ped  at  Los  Angeles?  A.  That  is  right.  A  lot  of 
31156  the  traffic  that  we  show’  on  Exhibit  61  as  north¬ 
bound,  for  the  purposes  of  statistics  and  actual 
ton-miles,  w’e  don’t  compute  the  ton-miles  carried  between 
San  Francisco  and  Los  Angeles  if  it  is  destined  to  New 
York. 

Q.  Let  me  see  if  I  get  one  other  thing  clear.  In  comput¬ 
ing  the  north-south  load  factors  here,  are  you  applying  the 
San  Fransicso-New  York  ton-miles  in  determining  your 
load  factor  on  the  north-south  operation?  A.  No.  In  de¬ 
termining  the  load  factor  between  northbound  and  south¬ 
bound  we  take  the  direct  mileage  between  San  Francisco 
and  Los  Angeles,  347  miles.  If  it  is  a  C-54  that  flies  that 
particular  route,  it  is  ten  times  347.  Then  w^e  determine 
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what  is  the  weight  aboard  that  particular  ship  that  night 
and  determine  the  ton-miles  carried  only  for  the  purposes 
of  computing  load  factors,  not  for  the  purpose  of  adding 
on  total  ton-miles. 

Q.  In  other  words,  that  is  the  load  factor  between  those 
points,  available  ton-miles  in  relation  to  actual  ton-miles 
developed.  A.  That  is  right. 

Examiner  Radcliffe:  We  will  take  a  five  minute  recess. 

(Short  recess  taken) 

Examiner  Cusick :  Come  to  order,  please.  Mr.  Rett,  will 
you  continue  your  cross  examination? 

By  Mr.  Rett: 

Q.  We  are  still  on  Exhibit  61,  Mr.  Benninger.  During 
the!  month  of  October  were  there  any  Chicago-Detroit- 
Cleveland  shuttles?  A.  I  don’t  think  so.  We  stopped  the 
eastbound  and  westbound  ships  during  that  month 
31157  to  serve  those  cities  direct. 

Q.  On  Exhibit  63  you  show  a  column  of  C-47 
shuttle.  Were  those  usually  Chicago?  A.  Those  were 
usually  Chicago,  Cleveland  and  Detroit  shuttles. 

Q.  Chicago-Cleveland  or  Chicago-Detroit?  A.  It  was 
usually  a  circle,  depending  upon  weather  conditions.  Some¬ 
times  there  was  trans-shipment  in  Detroit  and  sometimes 
in  Cleveland.  Sometimes  the  C-54  was  unable  to  get  into 
Detroit  and  had  to  land  in  Cleveland  so  we  had  to  shuttle 
back  from  Cleveland  to  Detroit  at  a  later  time  or  sometimes 
it  was  impossible  to  get  into  Cleveland  and  had  to  go  into 
Detroit 

Q.  At  any  rate,  from  those  three  points  there  were  trans¬ 
shipments  to  transcontinental  flights?  A.  That  is  right. 

Q.  And  those  same  shuttle  operations  appear  in  Exhibits 
64  and  65  ?  Is  that  what  shuttle  means  in  those  cases  ?  A. 
In  Exhibit  65,  at  that  time  the  shuttle  was  also  considered 
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between  Los  Angeles  and  San  Francisco  in  addition  to  the 
shuttles  between  Detroit,  Chicago  and  Cleveland. 

Q.  So  all  three  of  them  were  shuttles?  A.  That  is  right. 

Q.  Going  back  to  Exhibit  61,  there  appear  to  be  nine 
northbound  C-54’s  and  three  southbound  C-54  flights.  What 
do  you  do,  ferry  the  plane  back  in  those  cases?  A.  No, 
probably  a  flight  originated  out  of  San  Francisco 

31158  for  New  York  so  it  didn’t  have  to  come  down  from 
San  Francisco  to  Los  Angeles. 

Q.  Some  of  these  eastbound  went  direct  out  of  San 
Francisco?  A.  Yes,  sir. 

Q.  And  did  some  of  those  flights  originating  in  San 
Francisco  for  transcontinental  operations  drop  down  to 
Los  Angeles  and  go  east?  A.  No. 

Q.  That  was  on  a  shuttle  basis?  A.  That  was  on  a 
shuttle  basis. 

Q.  I  believe  there  are  fewer  eastbound  C-54’s  than  there 
are  westbound  C-54’s  on  Exhibit  61.  What  did  you  do  in 
those  cases?  Were  they  ferried  as  dry  hauls?  A.  No, 
there  may  be  a  fluctuation  of  as  much  as  six  or  seven  in 
any  particular  month  depending  upon  where  you  have 
your  ships  at  the  beginning  of  the  month  and  where  you 
have  your  ships  at  the  end  of  the  month.  Since  these 
months  are  not  consecutive  it  is  hard  to  say.  It  may  be 
that  in  a  previous  month  you  had  more  westbound  than 
you  had  eastbound. 

Q.  No,  if  you  take  September,  which  is  on  Exhibit  62, 
you  still  had  fewer  eastbound  than  westbound,  I  believe. 

Do  you  know  off-hand  how  many?  A.  I  think  it  is 
twenty-four  to  twenty-five  there  and  then  in  October  thirty- 
one  to  thirty-four.  You  see,  with  a  fleet  of  five  airplanes 
in  two  months,  that  is  possible. 

Q.  I  understand  it  is  possible  but  my  question  is,  were 
there  ferry  hauls  back?  A.  No,  as  far  as  I  know 

31159  we  never  ferried  an  empty  ship. 

Q.  Did  you  charter  them  back  or  lease  them  on 
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return  ?  A.  There  may  have  been  some  but  usually  they 
are  round  trips  in  the  leases. 

Q.  There  were,  however,  some  instances  that  you  recall 
of  one-way  leases?  A.  Yes,  there  were  some  one-way 
lases  from  west  to  east  and  some  one-way  leases  from  east 
to  west. 

Q.  And  those  were  in  the  passenger  operations?  A. 
Yes,  sir. 

Q.  So  that  -would  take  up  some  of  the  slack.  A.  It 
might  but  inasmuch  as  in  two  months  there  is  only  a 
difference  of  five,  I  think  the  reason  is  probably,  let’s  say, 
that  in  that  particular  month  -we  happened  to  start  with 
all  of  our  planes  in  the  west  or  in  the  east  and  at  the  end 
of  the  month  we  wound  up  in  the  same  place.  It  may  be 
more  or  less  coincidental.  We  try  to  keep  our  fleet  pretty 
well  balanced  but  on  occasion  that  is  impossible. 

Q.  On  Exhibit  62  in  the  month  of  September  you  had 
a  differentiation  between  four  and  six  on  your  eastbound 
and  westbound  C-47’s.  A.  Four  and  six? 

Q.  Four  and  ten.  Four  eastbound  C-47’s  and  ten  west¬ 
bound  C-47’s.  Were  any  of  those  aircraft  ferried  back 
empty?  A.  On  those  it  may  be  possible  that  we  did,  on 
-47’s. 

Q.  You  did  ferry  -47’s  more  frequently  than  C-54’s? 
A.  Yes. 

31160  Q.  Was  the  same  thing  true  as  to  north-south 
operations  between  Los  Angeles  and  San  Francisco 
where  differentiations  exist?  A.  No,  we  did  not  ferry  any 
empty  ships  between  northbound  and  southbound. 

Q.  You  did  not?  A.  No,  sir. 

Q.  What  would  account  for  the  differentiation  there? 
A.  Here  is  another  explanation.  Referring  to  the  month  of 
September,  1948,  you  say  that  there  are  only  four  east- 
bound  C-47’s  and  ten  westbound  C-47’s? 

Q.  Yes.  A.  You  will  note  that  there  are  more  north¬ 
bound  C-47’s  than  southbound  C-47’s,  which  indicates  that 


2967 


Excerpts  from  Testimony  of  Fred  Benninger 

the  C-47’s  originated  in  Los  Angeles,  went  to  San  Fran¬ 
cisco  on  a  shuttle,  and  then  a  C-47  flight  originated  out  of 
San  Francisco  to  New  York. 

Q.  The  only  problem  I  have  with  that,  Mr.  Benninger — 
I  don’t  want  to  pick  on  a  small  point — is  that  the  south- 
tion,  as  I  say,  might  be  this  fact  that  we  have  one  -47 
by  the  ratio  of  11  to  13.  A.  11  against  13? 

Q.  Yes.  A.  I  could  not  give  you  the  explanation  of  it  off¬ 
hand  without  checking  my  flight  records  but  one  explana¬ 
tion,  as  1  say,  might  be  this  fact  that  we  have  one  C-47 
stationed  in  Los  Angeles  and  one  in  San  Francisco. 

Q.  But  the  explanation  you  gave  just  a  moment  ago 
would  not  obtain  as  far  as  the  month  of  September  is  con¬ 
cerned,  or  would  not  appear  to,  since  you  have  an 
31161  excess  of  southbound  over  northbound.  A.  I  don’t 
know  the  exact  explanation. 

Examiner  Cusick:  Will  Mr.  Prescott  know  the  answer  to 
that? 

Mr.  Prescott:  Yes. 

Examiner  Cusick :  Reserve  the  question  for  Mr.  Prescott. 

By  Mr.  Rett : 

Q.  Was  the  month  of  August  comparable  to  the  months 
of  July  and  September  in  terms  of  ton-miles?  A.  August, 
1948? 

Q.  Yes,  sir.  A.  No,  I  believe  August  was  a  little  bit 
down  from  July  and  September. 

Q.  Referring  to  your  September  30,  1948,  quarterly  re¬ 
port,  Exhibit  5,  could  we  obtain  the  load  factor  for  your 
all  air  freight  operations  for  the  quarter  by  taking  the  DC-4 
revenue  mileage  of  598,604  and  multiplying  it  by  20,000 
pounds,  the  capacity  of  the  aircraft  you  have  assumed  in 
Exhibit  60,  and  multiplying  the  DC-3  revenue  mileage  of 
105,726  miles  by  the  capacity  of  7,500  pounds,  again  shown 
in  Exhibit  60,  to  give  us  an  available  ton-miles  for  the 
quarter  and  apply  that  ration  to  the  ton-miles  carried  of 
3,155,046  for  the  quarter?  A.  No,  I  don’t  think  you  could. 
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Q.  Wherein  does  that  method  differ  from  the  methodol¬ 
ogy  which,  as  I  understood  it,  was  comparable  to  that  you 
used  in  preparing  Exhibits  61  and  60?  A.  I  would  have 
to  check  and  find  out  if  the  598,608  by  DC-4  includes  only 
revenue  miles  flown  for  common  carriage  freight. 

31162  Q.  I  understood  you  to  testify  earlier  that  it  in¬ 
cluded  only  that,  that  it  didn’t  include  charter  and 

that  it  did  include  leasing  mileage.  A.  I  did,  but  I  think  1 
overlooked  one  fact,  and  that  is  the  charters. 

Q.  You  don’t  know’,  then,  whether  it  does  include  charter 
or  not?  A.  I  am  pretty  sure  it  does  include  charters.  The 
same  applies  to  the  DC-3. 

Q.  But  ton-miles  carried  on  the  same  page  of  this  ex¬ 
hibit  does  not  include  charter  ton-miles?  A.  No,  sir,  it 
does  not,  definitely. 

Q.  And  the  tons  of  freight  carried  does  not  include 
charter  freight.  A.  No,  sir. 

Q.  Could  that  item  of  aircraft  miles  and  aircraft  hours 
flown  be  checked  readily  to  ascertain  whether  it  does  in¬ 
clude  the  charter  operations  or  not?  A.  I  could  check  it 
later,  yes. 

Q.  It  is  not  a  difficult  problem  to  check  it,  is  it?  A.  No, 
sir. 

Examiner  Cusick:  Could  you  have  it  available  today? 
The  Witness:  Yes,  sir. 

Mr.  Lawler :  Do  I  understand  that  Mr.  Benninger  is  go¬ 
ing  to  supply  the  difference,  if  any? 

The  Witness:  Yes,  sir. 

By  Mr.  Rett: 

Q.  Except  for  the  possibility  that  charter  is  in- 

31163  eluded  in  there  and  if  that  is  taken  out,  then  would 
the  methodology  that  I  discussed  in  arriving  at  a 

system  load  factor  be  the  same  that  you  used  in  working 
out  your  exhibits?  A.  Yes,  it  would. 
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Q.  Turn  to  Exhibit  72.  You  show  a  net  freight  income  on 
Exhibit  72  of  $387,442.  On  Exhibit  2  to  your  June  30  quart¬ 
erly  report  you  show  a  freight  revenue  of  $395,000,  ap¬ 
proximately.  A.  Yes,  sir. 

Q.  Will  you  explain  what  accounts  for  the  difference 
there?  A.  The  difference  probably  is  the  net.  In  other 
words,  this  $387,442.53  is  the  net  freight  revenue  after  you 
deduct  the  amount  of  freight  paid  out  to  other  carriers  plus 
pick-up  and  delivery,  roughly  about  $8,000. 

Q.  What  do  you  mean  by  freight  paid  out  to  other  car¬ 
riers?  As  distinguished  from  your  pick-up  and  delivery? 
A.  Well,  for  instance  let’s  say  I  ship  a  shipment  from  Los 
Angeles  to  Miami  and  1  charge  a  customer  the  through 
rate  or  bill  the  customer  for  the  through  rate  from  Los 
Angeles  to  Miami  and  I  trans-ship  it  at  Chicago  or  St. 
Louis  to  fly  another  airline.  The  amount  that  I  have  to 
pay  out  for  trans-shipment  would  be  deducted  from  my 
net  revenues. 

Q.  In  computing  that  rate  that  you  charge  the  shipper, 
you  use  your  rate  from  Los  Angeles  to,  we  will  say,  Chicago, 
and  the  other  carrier’s  rate  from  Chicago  to  Miami?  A. 
That  is  right. 

Q.  But  you  collect  the  whole  charge  and  then  pay  over 
the  other  portion  to  the  other  carrier?  A.  That  is 
31164  right. 

Q.  This  same  Exhibit  2  to  the  quarterly  report 
of  June  30  shows  another  item  of  revenue,  incidental  rev¬ 
enues,  net,  $87,939.  Am  I  correct  that  they  are  net  rev¬ 
enues?  A.  No,  they  are  not  net  revenues.  They  are  gross. 

Q.  The  net  there  is  in  error,  then,  is  that  correct?  A. 
Rental  from  operating  property  net,  is  that  what  you  are 
referring  to? 

Q.  No,  I  am  on  Page  2  still.  A.  I  am  sorry.  That  should 
not  be  net.  That  is  gross. 

Q.  So  that  on  Page  2  of  this  same  exhibit  under  the  in¬ 
cidental  revenues,  that  still  is  gross?  A.  That  is  right. 


2970 


Excerpt*  from  Testimony  of  Fred  Benninger 

Q.  Turning  to  the  September  30,  1948,  quarterly  report, 
you  show  in  Exhibit  2,  the  profit  and  loss  statement,  “Rev¬ 
enues,  other”.  What  are  the  sources  of  the  other  revenues 
in  the  amount  of  $196,350?  A.  Probably  income  from 
lease  of  aircraft. 

Q.  And  personnel?  A.  Yes,  sir. 

Q.  Anything  else  in  there?  A.  No,  I  cannot  think  of 
anything  else  off-hand.  Pardon  me,  charters. 

Q.  And  the  revenue  from  outside  maintenance  work  also 
appearing  on  the  same  exhibit  of  that  quarterly  report,  I 
assume  is  maintenance  work  that  the  Flying  Tiger  Lines 
does  for  others.  Is  that  right?  A.  Yes,  sir. 

Q.  And  that  is  done  in  the  same  shops  where  your  own 
equipment  is  maintained?  A.  Yes,  sir. 

31165  Q.  Comparing  your  Exhibit  2  for  the  September 
30,  1948  quarter,  that  is,  in  the  report,  with  your 
Exhibit  71,  there  appears  to  be  a  difference  or  a  reduction 
in  Exhibit  71,  in  the  flying  operations  costs  of  about  28 
percent  over  what  is  shown  on  Exhibit  2  in  the  September 
30  quarterly  report.  Would  you  explain  the  difference  be¬ 
tween  those  two  figures?  A.  We  have  excluded  the  cost 
of  operating  in  the  lease  rentals  plus  charters  and  direct 
flying  expenses. 

Q.  On  what  basis  did  you  make  the  segregation?  A. 
Number  of  miles  flown. 

Q.  Number  of  revenue  miles,  ratio  of  revenue  miles? 
A.  Non-revenue  miles,  of  course,  are  a  part  of  costs. 

Q.  Direct  maintenance  and  depreciation  are  allocated 
on  the  same  basis  ?  A.  Yes,  sir,  all  direct  flying  expenses. 

Q.  I  take  it  that  so  far  as  the  pilots  that  were  in  your 
employ  that  you  used  on  these  lease  operations,  to  a  cer¬ 
tain  extent  their  salaries  would  have  gone  on  whether  or 
not  they  were  engaged  in  the  lease  or  not.  A.  A  certain 
percentage  of  their  salary  would  have,  yes. 

Q.  And  the  same  is  true  of  other  categories  of  direct 
flying  expense?  A.  That  is  right,  like  depreciation  and 
insurance. 
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Q.  Aircraft  maintenance?  A.  Well,  there  is  a  direct 
relationship  as  far  as  aircraft  maintenance  expense  is  con¬ 
cerned  to  the  amount  of  flying  that  you  do.  A  certain  ex¬ 
pense,  of  course,  would  go  on. 

Q.  There  appear  to  be  similar  allocations  in  the 

31166  indirect  operating  expenses,  that  is,  for  ground 
operations,  etc.  On  what  basis  were  the  alloca¬ 
tions  made  there?  A.  On  a  percentage  of  revenue. 

Q.  Is  that  the  relationship  of  the  revenue  obtained  from 
charter  and  lease  to  the  revenue  obtained  in  your  air 
freight  operations?  A.  Pardon  me.  I  didn’t  hear  your 
question. 

Q.  The  ratio  of  revenue  obtained  in  charter  and  lease  to 
the  revenue  obtained  in  your  air  freight  operations?  A. 
That  is  right 

Q.  Were  there  any  allocations,  incidentally,  made  as  to 
your  maintenance  activities?  A.  Yes,  that  was  included 
too. 

Q.  They  were  taken  out  of  here?  A.  That  is  right. 

Q.  Also  on  the  basis  of  revenues  obtained?  A.  Yes. 

Q.  Traffic  and  sales,  ground  and  indirect  maintenance, 
advertising  and  A  and  G,  depreciation  and  ground  equip¬ 
ment  were  all  allocated  on  the  same  basis?  A.  On  the 
same  basis  of  revenues. 

Q.  Were  the  activities  of  the  traffic  and  sales  depart¬ 
ments  in  fact  devoted  to  the  charter  and  lease  work?  A. 
To  a  certain  extent.  Probably  traffic  was  more  so  than 
sales,  so  far  as  scheduling  of  airplanes  and  so  on  are  con¬ 
cerned. 

Q.  G  and  A,  is  that  equally  true?  A.  Yes,  because  G 
and  A  includes  workmen’s  compensation  insurance  and 
pay  roll  taxes  and  certain  other  expenses  such  as 

31167  communication  expenses  which  all  apply  to  all 
types  of  operations. 

Q.  Do  you  believe  the  allocations  reasonably  reflect  the 
time  devoted  and  facilities  devoted?  A.  I  think  this  basis 
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of  allocation  insofar  as  the  indirect  operating  expenses  are 
concerned  is  the  most  equitable  basis  that  you  can  use  for 
this  type  of  operation. 

Q.  What  do  you  mean,  “for  this  type  of  operation t” 
A.  For  the  types  of  operation  that  1  have  been  conducting 
whereby  I  have  outside  maintenance  plus  lease  of  aircraft 
and  common  carriage  of  freight. 

Q.  And  you  limited  that  to  your  indirect  expenses.  What 
about  your  direct  costs?  A.  Direct  flying  expenses? 

Q.  Yes,  sir.  A.  That  is  strictly  on  the  basis  of  the  num¬ 
ber  of  miles  flown. 

Q.  Your  June  quarterly  report  reflects  total  miles  of 
operation,  1  believe,  of  about  586,000  plus  and  your  Sep¬ 
tember  quarterly  report  of  713,000  miles  plus.  However, 
your  P  and  L  statements,  Exhibits  71  and  72,  reflect  only 
an  increase  of  about  $5,000  over  the  quarter.  A.  As  far 
as  direct  flying  expense  is  concerned? 

Q.  No,  total  costs.  496,000  on  Exhibit  72.  A.  Would 
you  mind  repeating  that  again? 

Examiner  Cusick:  I  believe  he  said  his  total  costs  for 
the  quarter  ending  September  and  beginning  in  June  show¬ 
ed  only  $500,000,  approximately.  He  is  referring  to  the 
$500,000  appearing  on  71  and  the  $495,000  appearing  on 
72. 

31168  The  Witness:  You  are  referring  to  my  reports? 
By  Mr.  Rett: 

Q.  I  am  referring  to  Exhibits  71  and  72.  The  mileages 
I  refer  to  appear  in  the  quarterly  reports.  I  don’t  believe 
they  appear  in  the  exhibits.  A.  I  will  check  this  afternoon 
and  let  you  know  what  miles  are  represented  in  these 
quarterly  reports,  whether  they  include  contract  opera¬ 
tions  or  not. 

Q.  All  right,  I  will  reserve  that  question  until  later. 

Turning  to  Exhibit  81,  Mr.  Benninger,  on  the  asset  side 
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of  the  balance  sheet  the  item,  “shippers”  in  accounts  re¬ 
ceivable  does  include-  at  this  point  charter  revenues,  is 
that  correct?  A.  Yes,  sir. 

Q.  In  the  amount  of  about  $12,000  plus.  Is  that  correct  t 
A.  I  don’t  know  where  you  got  the  figure  but  I  guess  it 
is  all  right 

Q.  In  miscellaneous,  did  you  state  that  that  was  exclu¬ 
sively  made  up  of  the  leasing  of  equipment?  A.  No,  mis¬ 
cellaneous  accounts  receivable  represented  ninety  percent 
by  two  items.  One  of  them  is  a  dividend  receivable  from 
an  insurance  company.  The  second  item  is  a  reimburse¬ 
ment  for  damage  to  aircraft 

Q.  But  does  it  also  include  the  receivables  from  leasing 
of  equipment?  A.  No,  sir,  it  includes  receivables  from 
maintenance  outside,  approximately  three  or  four  thou¬ 
sand  dollars. 

Q.  And  there  are  no  receivables  in  here  for  leasing  of 
equipment?  A.  No,  sir,  they  are  included  in  the  shippers, 
if  there  are  any  outstanding. 

31169  Q.  That  is  included  with  charters?  A.  Yes,  sir. 

Q.  The  notes  receivable  from  shippers,  you  say, 
are  represented  by  three  notes?  A.  I  am  not  sure  at  this 
time  whether  it  represents  two  or  three. 

Q.  Were  those  notes  obtained  by  you  before  transporta¬ 
tion  was  extended  to  the  shippers  or  afterward?  A.  After¬ 
ward. 

Q.  In  other  words,  they  owed  you  money  for  transporta¬ 
tion  and  then  you  got  a  note  receivable?  A.  Yes,  sir. 

Q.  And  that  amount  has  fluctuated  considerably,  has  it 
not?  A.  Well,  it  has  been  on  a  down  trend,  you  might  say. 

Q.  But  it  has  been  how  high?  A.  At  one  time,  I  believe, 
it  was  about  twenty-five  or  twenty-six  thousand.  As  the 
payments  come  in,  of  course,  it  decreases. 

Q.  How  much  of  the  accounts  receivable  from  shippers 
is  due  to  forwarders  and  consolidators,  if  you  know?  A. 
Out  of  the  total  of  244,000,  I  think  there  are  no  more  than 
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$12,000  outstanding  as  of  that  date  that  is  due  from  for¬ 
warders  or  consolidators. 

Q.  Now,  are  the  notes  payable  in  the  nature  of  an  open- 
end  bank  loan?  A.  No,  sir,  notes  payable  represents  the 
current  amount  payable  on  a  purchase  of  an  aircraft.  I 
think  there  are  about  six  or  seven  thousand  dollars  out¬ 
standing  in  the  notes  payable  also  for  insurance. 

31170  Q.  And  the  note  payable  on  the  aircraft  is  se¬ 
cured  by  a  lien  on  the  aircraft?  A.  Yes,  sir. 

Q.  What  is  the  notes  payable,  long  term  liability  of 
92,500.  A.  That  is  the  balance  of  the  notes  payable  on  the 
aircraft  which  will  be  due  after  one  year.  That  is  not  the 
current  portion. 

Q.  It  is  approximately  $100,000?  A.  That  will  become 
due  within  the  next  twelve  months. 

Q.  There  is  an  item  that  does  not  appear  in  Exhibit  81 
but  does  appear  in  Exhibit  1,  vour  balance  sheet  attached 
to  your  September  30  quarterly  report  under  accrued  lia¬ 
bilities,  and  that  is  transportation  taxes.  A.  You  note 
that  if  you  add  pay  roll  taxes  plus  transportation  taxes 
together  you  will  get  the  figures  set  forth  in  Exhibit  81. 

Q.  I  understand  that  but  I  just  wanted  to  know  what 
transportation  taxes  were.  A.  Three  percent. 

Q.  On  cargo?  A.  Yes,  sir. 

Q.  I  see.  The  un-issued  stock  liability  appearing  on  the 
liability  side  of  $34,000  is  the  stock  that  went  to  Willis? 
A.  Well,  it  is  the  stock  that  is  due  to  Willis  under  the  pur¬ 
chase  of  the  two  aircraft. 

Q.  I  assume  that  Mr.  Prescott  can  explain  why  stock  was 
issued  instead  of  payment  in  cash. 

31171  Mr.  Meyers:  That  is  right 
By  Mr.  Rett: 

Q.  The  balance  sheets  here  as  distinguished  from  your 
P.  and  L.  statements  do  not  attempt  to  break  down  or  in- 
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dicate  what  items  are  attributable  to  freight  operations 
and  what  to  other  activities?  A.  Well,  it  isn’t  feasible.  If 
you  use  a  machine,  we  will  say  a  Do-All  cutting  machine,  in 
your  shop  and  you  use  it  ten  percent  for  your  other  activi¬ 
ties  and  ninety  percent  for  your  regular  activities,  I  don’t 
know  how  you  are  going  to  segregate  that  in  your  balance 
sheet. 

Q.  None  of  the  items  of  fixed  assets  attributed  to  sup¬ 
plies  are  wholly  attributable  to  your  air  freight?  A.  No, 
sir,  that  is  true. 

Q.  And  the  same  thing  is  true  on  the  other  side  of  the 
balance  sheet?  A.  That  is  right. 

Q.  Now  on  the  balance  sheet  appearing  in  Exhibit  85  on 
the  asset  side,  advances  to  affiliated  company.  I  wonder  if 
you  could  explain  that?  A.  We  had  formed  a  separate 
company  by  the  name  of  Flying  Tigers  Transport.  It  had 
outstanding  capital  stock  of  200  shares  at  $10.00  par.  That 
company  was  liquidated,  I  believe,  on  January  1st  of  1948. 

Q.  What  were  the  activities  of  that  company?  A.  The 
only  activities  of  that  company  were  conducted  sometime 
during  the  summer  months  of  1947  in  making  flights  to 
Europe. 

Q.  Passenger  flights?  A.  No,  I  believe  mostly 
31172  cargo  flights,  horse  charters. 

Q.  No  passengers  at  all?  A.  I  think  there  were 
several  included. 

Q.  Is  the  Flying  Tiger  Line,  Inc.,  operating  charter 
flights  outside  the  country?  A.  No,  sir.  Today,  you  mean? 

Q.  Yes.  A.  No,  sir. 

Q.  Well,  within  the  period  covered  in  these  exhibits.  A. 
No,  sir,  it  was  not. 

Q.  Turn  to  Exhibit  90,  please.  These  requests  for  de¬ 
mand  service  to  which  you  refer,  were  they  in  the  nature 
of  inquiries  as  to  'whether  or  not  you  operated  to  or  from 
a  particular  point  or  actually  what  your  rate  was?  A.  No, 
some  of  these  particular  inquiries  I  know  in  particular  be¬ 
cause  they  were  referred  to  me.  I  would  get  a  telephone 
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call  from  somebody  and  they  would  say,  “I  have  heard  of 
your  name  and  I  understand  that  you  are  shipping  air 
freight  and  so  on  and  I  have  six  thousand  pounds  of  freight 
going  from  Los  Angeles  to  Atlanta.”  We  have  to  tell  them 
that  the  only  thing  we  can  do  is  carry  it  from  Los  Angeles 
to  New  York  and  then  we  would  have  to  trans-ship  it 
through  another  carrier  because  we  are  not  allowed  to 
serve  Atlanta. 

Q.  They  wanted  to  know  whether  you  were  going  to  At¬ 
lanta  and  what  your  charge  was?  A.  That  is  right. 

Q.  You  don’t  know  how  many  of  those  were  other  than 
just  plain  shopping  inquiries?  A.  No,  I  don’t  because  we 
have  never  kept  a  record  of  them. 

Q.  You  are  familiar  with  the  fact  that  in  the  in- 
31173  dustry  that  thing  happens?  A.  Certainly.  They 
are  looking  for  a  cheaper  rate. 

Q.  Have  you  had  requests  during  the  last  year  or  so  to 
serve  Allentown?  A.  Not  to  my  personal  knowledge.  If 
we  had  had  requests  to  serve  Allentown  we  probably  could 
have  taken  them  because  we  could  have  served  Allentown. 

Q.  The  same  thing  would  be  true  of  Dayton,  Seattle  and 
Dallas?  A.  And  Oklahoma  City. 

Q.  None  of  which  you  have  served  during  the  last  year? 
A.  We  have  not  served  Seattle,  Oklahoma  City  or  Dallas. 
I  am  not  sure  whether  we  have  served  Dayton  or  not. 

Q.  Nor  Allentown?  A.  Nor  Allentown. 

Q.  Turn  to  Exhibit  91  on  the  following  page.  First  of 
all,  let’s  take  the  question  of  terminal  points.  What  do  you 
mean  by  terminal  point  in  this  exhibit,  Mr.  Benninger?  A. 
For  instance,  San  Francisco  would  be  a  terminal  point. 
Actually,  that  terminal  point  may  serve  outlying  suburbs, 
you  might  say.  I  don’t  know  whether  Oakland  would  be  a 
suburb  or  not  but  there  are  a  lot  of  small  suburbs  around 
San  Francisco  and  that  would  be  considered  a  terminal 
point. 

Q.  Are  you  using  terminal  point  in  this  exhibit  to  mean 
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terminal  point  of  a  particular  flight?  A.  Principal  point 
that  we  are  allowed  to  serve. 

Q.  Established  points?  A.  Yes,  sir. 

31174  Q.  Let’s  take  San  Francisco  which  shows  120 
shipments  emplaned  or  deplaned  at  San  Francisco 

which  originated  or  was  destined  to  the  other  points.  I 
take  it  that  the  same  120  shipments  that  are  shown  for 
San  Francisco  also  appear  in  one  of  the  other  remaining 
cities  in  the  column?  A.  Let  me  explain  this:  Let’s  as¬ 
sume  that  we  receive  a  shipment  originating  in  Salinas. 
The  shipper  trucks  it  from  Salinas  to  San  Francisco.  We 
will  say  it  is  destined  for  Endicott,  New  York.  We  are 
not  allowed  to  serve  Endicott  so  we  would  fly  it  as  far 
as  New  York  and  truck  it  or  transship  it  in  New  York  for 
Endicott. 

Therefore,  that  particular  shipment  would  be  included 
in  that  120  at  San  Francisco  and  it  would  be  included  in 
the  New  York  three  hundred. 

Q.  And  also  if  a  shipment  originated  at  New  York  and 
was  destined  for  Oakland,  the  shipment  would  appear  in 
the  three  hundred  for  New  York  and  also  in  the  hundred 
and  twenty  for  San  Francisco?  A.  No,  sir. 

Q.  Wait  a  minute.  Would  you  bear  in  mind  the  total 
figures  that  you  have,  5,339  shipments,  and  then  turn  to 
Exhibit  26.  Let’s  not  take  the  number  of  shipments  but 
in  terms  of  pounds  because  both  exhibits  are  figured  in 
terms  of  pounds.  A.  All  right.  I  see  what  you  are  driv¬ 
ing  at.  Roughly,  we  carried  about  1,200,000  pounds  but 
for  every  pound  emplaned  you  have  to  deplane  that  pound 
so  therefore  you  multiply  it  by  two. 

Q.  In  other  words,  this  is  double  the  number  of 

31175  shipments  and  double  the  number  of  pounds  you 
actually  carried?  A.  That  is  right.  For  every 

shipment  or  every  pound  enplaned  you  also  have  to  de¬ 
plane  that  particular  shipment  or  pound. 

Q.  So  it  is  twice  the  number  of  shipments  in  pounds? 
A.  That  is  right,  the -total. 
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Q.  Now  in  the  other  points  which  you  show  there,  do 
they  include  shipments  which,  let’s  say,  originated  in  New 
York  and  were  destined  for  Seattle,  interline  shipments'? 
A.  If  we  carried  them,  we  will  say,  from  New  York  to 
San  Francisco  and  then  trans-shipped  them  through  an 
interline  agreement  or  trucked  them  or  sent  them  by  some 
other  means  from  San  Francisco  to  Seattle  they  would 
be  included  for  the  point  out  of  San  Francisco. 

Q.  But  it  includes  for  other  points  than  all  your  inter¬ 
line  traffic  that  originated  or  was  destined  beyond  the 
points  you  served?  A.  That  is  right. 

Q.  Where  you  carried  a  shipment  in  the  situation  w^e 
discussed  earlier  from  San  Francisco  to  Los  Angeles  and 
there  trans-shipped  it  to  go  to  New  York,  is  that  shipment 
included  as  a  deplaned  and  emplaned  shipment  at  Los 
Angeles  for  another  point?  A.  No,  sir.  For  purposes  of 
statistics  and  the  purposes  of  these  exhibits,  the  shipment 
was  considered  emplaned  once  in  San  Francisco  and  de¬ 
planed  once  in  New  York. 

Q.  You  took  all  of  those  trans-shipments  out?  A.  Yes. 
For  your  information  and  perhaps  it  will  clarify  some  of 
the  questions,  this  was  computed  from  the  actual 
31176  waybills  or  airbills.  Since  the  actual  waybill  or  air¬ 
bill  does  not  show  how  you  fly  the  route,  just  shows 
you  originated  in  San  Francisco  and  it  was  destined  to 
New  York,  it  would  be  impossible  to  have  anything  like  that 
included. 

Q.  Did  you  include  as  other  points,  Oakland?  A.  No, 
Oakland  was  considered  insofar  as  San  Francisco  a  local 
delivery  point  and  none  of  the  local  delivery  points  around 
or  about  our  terminal  were  included. 

Q.  And  the  same  thing  is  true  as  far  as  Newark  is  con¬ 
cerned?  A.  Yes.  In  other  words,  if  any  city  or  area  is 
included  in  our  local  delivery  points,  it  was  excluded. 
It  was  considered  as  being  a  terminal  shipment. 

Q.  Of  course  you  don’t  know  how  many  of  these  ship- 
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ments  were  offered  to  you  in  thousand  pound  lots?  A. 
No,  I  don’t. 

Q.  Let  me  ask  you  again,  does  this  include  just  common 
carriage  or  does  it  also  include  charter?  A.  This  includes 
just  common  carriage. 

Q.  It  excludes  charter  and  contract?  A.  That  is  right. 
It  only  includes  the  items  that  we  have  in  our  waybills. 

•  *  •  •  • 

Cross  Examination 
By  Mr.  Gribbon: 

Q.  In  connection  with  Exhibit  60  where  you  in- 
31177  dicate  your  load  factors,  what  was  your  utiliza¬ 
tion  of  your  aircraft  during  each  of  those  months  ? 
A.  It  fluctuated.  The  C-54’s  had  an  average  utilization, 
I  would  say,  of  between  7%  to  8  hours  a  day,  based  on  a 
thirty-day  month.  The  C-47  had  an  average  utilization  of 
between  V/2  and  2%  hours  per  day. 

Q.  1%  to  2 y21  A.  Yes,  sir. 

Q.  Based  on  a  thirty-day  month?  A.  That  is  right. 

Q.  Does  that  include  only  the  use  of  those  aircraft  in 
common  carrier  freight  service?  A.  No,  in  total  opera¬ 
tion. 

Q.  That  includes  the  total  operation?  A.  Yes,  sir. 

Q.  But  your  load  factor  applies  only  to  your  common 
carrier  freight  service?  A.  Yes,  sir. 

Q.  Do  you  know  what  your  utilization  of  aircraft  was 
in  common  carrier  freight  service?  A.  No,  I  don’t.  I 
have  never  computed  it 

Q.  You  spoke  of  leasing  aircraft  almost  every  week-end. 
Did  you  ever  lease  aircraft  at  periods  other  than  the  week¬ 
end?  A.  Occasionally,  yes. 

Q.  In  October  of  1947  how  many  planes  did  you  have 
operating  in  common  carrier  freight  service?  A.  In  the 
latter  part  of  October,  1947, 1  had  two  C-54’s  operating  and 
I  had  twelve  C-47’s.  Out  of  the  twelve  C-47’s  I  believe 
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only  three  were  utilized  for  common  carriage 

31178  freight.  The  rest  of  them  were  available  for  sale 
and  were  stored. 

Q.  And  you  had  three  C-47’s  operating  during  the  month 
of  October  on  freight?  A.  Yes. 

Q.  You  say  the  latter  part  of  October?  A.  That  is 
right  because  we  put  one  C-54  in  operation  October  15, 
1947. 

Q.  And  you  had  the  other  one  in  operation  during  the 
entire  month  of  October,  1947?  A.  Yes,  sir. 

Q.  You  show’  in  your  report  for  the  quarter  ended  Sep¬ 
tember  30,  Exhibit  2  you  show  revenue  from  other  sources 
of  $196,000.  Does  that  include  the  revenue  from  the  Army 
contract  operation  that  you  are  performing?  A.  What 
Army  contract  are  you  referring  to? 

Q.  The  one  you  testified  to  earlier  this  morning. 

Mr.  Meyers :  Which  report  are  you  quoting  from  ? 

Mr.  Gribbon:  1948. 

The  Witness:  That  includes  the  revenue  from  the  char¬ 
ters  of  Army  freight,  yes. 

By  Mr.  Gribbon : 

Q.  Are  they  the  only  freight  charters  that  you  conduct? 
A.  No,  I  testified  this  morning  that  it  included  in  addi¬ 
tion  to  the  freight  carried  for  the  Army,  during  that  quar¬ 
ter,  one  horse  charter. 

Q.  When  did  the  Army  charter  business  start?  A. 
There  was  some  in  July  and  there  was  some  in  August. 

Q.  None  in  September?  A.  I  don’t  think  so,  no. 

31179  Q.  Could  you  give  me  a  break-down  of  the  reve¬ 
nues  of  this  figure  of  $196,350  as  between  the  reve¬ 
nue  from  passenger  leases  and  the  revenue  from  charter 
or  contract  freight  operations?  A.  I  could  not  give  it 
to  you  off-hand.  1  would  have  to  check  on  it.  I  could  not 
give  it  to  you  from  memory. 

Mr.  Gribbon :  I  wrould  like  to  ask  that  that  be  made  avail¬ 
able,  if  it  could  be,  Mr.  Examiner. 
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Examiner  Cusick:  When  can  you  get  it! 

The  Witness:  You  want  it  for  the  quarter  ending  Sep¬ 
tember  30, 1948? 

Mr.  Gribbon:  I  would  like  to  have  it  for  the  three 
quarters  in  1948. 

The  Witness :  In  ten  days. 

Mr.  Meyers:  Ten  days  after  the  hearing? 

Examiner  Cusick:  Will  you  furnish  it  within  ten  days 
as  a  supplemental  exhibit? 

Mr.  Meyers:  That  is  right. 

Examiner  Cusick:  It  will  be  furnished. 

Mr.  Meyers:  What  you  want  is  a  break-dowm  between 
charter  revenues  and  revenues  from  leases  to  irregular 
carriers? 

Mr.  Gribbon:  That  is  right.  Any  lease  that  was  for 
passenger  carrying  purposes  as  against  all  other  leases. 

By  Mr.  Gribbon : 

Q.  You  testified  that  when  you  leased  aircraft  to  the 
irregular  passenger  carriers  sometimes  they  had  their  own 
crews  and  sometimes  you  furnished  the  crews.  Is  that  cor¬ 
rect?  A.  That  is  right. 

31180  Q.  When  you  leased  passenger  aircraft  to  Air- 
America,  did  they  provide  their  own  crews  or  did 
you?  A.  They  requested  the  crew.  As  I  testified  before, 
the  crews  either  have  to  be  checked  out  by  my  chief  pilot 
some  time  in  the  past  or  must  be  on  my  pay  rolL  They  may 
go  out  and  hire  one  of  my  reserve  captains  or  reserve  co¬ 
pilots  that  had  been  on  my  pay  roll  and  is  not  working 
at  the  present  time  but  has  been  checked  out. 

Q.  But  they  pay  him  when  they  do  hire  him?  A.  Yes, 
sir. 

Q.  So  that  on  occasion  you  will  have  no  expense  for 
pilots,  for  example,  on  the  lease  of  an  aircraft?  A.  No, 
I  would  not,  on  occasion. 
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Q.  Or  for  co-pilots?  A.  That  is  right. 

1  Q.  What  ground  operations  do  you  perform  when  you 
lease  aircraft  to  the  irregular  passenger  carriers?  A. 
Usually  we  will  have  to  clean  the  aircraft,  either  before 
or  after  the  lease  runs  out  and  before  it  can  be  put  back 
into  the  freight  run  or  any  other  charters.  The  seats  will 
have  to  be  removed  and  stored  and  cleaned  and  things  like 
that. 

Q.  Do  you  remove  the  seats  and  re-install  them?  A. 
Yes,  I  do. 

Q.  What  sales  work  do  you  perform  for  the  irregular 
passenger  carriers  when  you  lease  them  an  aircraft?  A. 
I  don’t  perform  any  sales  work,  probably,  but  I  do  perform 
traffic  control. 

Q.  But  no  sales  work?  A.  No.  Aircraft  con- 
31181  trol. 

Q.  Wlien  you  lease  an  aircraft  to  an  irregular 
passenger  carrier  and  that  irregular  passenger  carrier  pro¬ 
vides  its  own  crew,  do  you  still  continue  to  perform  these 
traffic  functions  ?  A.  Yes.  It  is  still  my  aircraft.  In  other 
words,  I  still  have  to  alert  my  stations  as  to  when  they 
can  expect  the  aircraft  back. 

Q.  And  you  control  the  movement  of  that  aircraft?  A. 
I  don’t  control  the  movement  while  it  is  in  the  possession 
of  the  lessee. 

Q.  Then  the  extent  of  your  work  is  to  alert  your  sta¬ 
tions  that  a  Flying  Tiger  aircraft  will  arrive  at  such  and 
such  a  time?  A.  No,  the  extent  of  my  aircraft  control, 
insofar  as  any  leased  aircraft  is  concerned,  is  that  we  have 
an  office  known  as  aircraft  control.  That  particular  sec¬ 
tion  knows  at  all  times  where  the  aircraft  is,  what  mainte¬ 
nance  will  have  to  be  performed  on  it,  and  it  schedules  the 
aircraft  for  two  weeks  in  advance.  Even  though,  let’s  say, 
the  aircraft  may  be  leased  out  for  two  or  three  days,  that 
particular  section  will  still  have  to  keep  in  mind  where 
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the  aircraft  will  be  after  the  lease  is  expired,  what  will 
have  to  be  done  with  that  aircraft,  what  maintenance  will 
have  to  be  performed  before  we  can  utilize  it  again  in  our 
operations. 

Q.  What  publicity  work  do  you  do  for  the  irregular 
passenger  carriers?  A.  We  don’t  do  any  publicity  either 
for  ourselves  or  irregular  carriers. 

31182  Q.  WThat  advertising  do  you  do  for  the  irregular 
carriers?  A.  None. 

Q.  Do  the  irregular  passenger  carriers  to  whom  you 
lease  the  aircraft  serve  the  same  cities  as  you  do  in  your 
freight  operations?  A.  No. 

Q.  They  do  not?  A.  No,  not  all  the  time. 

Q.  In  your  allocation  of  indirect  operating  expenses  as 
between  your  aircraft  leasing  operations  and  your  common 
carrier  freight  service,  did  you  eliminate  any  accounts 
entirely  as  being  not  attributable  to  either  one  of  those 
types  of  operation?  A.  When  1  examined  those  accounts  I 
could  not  honestly  eliminate  any  of  the  accounts  that  I 
could  say  are  not  applicable  to  all  types  of  operation  or 
sources  of  revenue  that  I  have. 

Take  advertising  for  instance,  even  though  we  don’t 
advertise  for  the  irregular  air  carriers,  nevertheless  what 
little  advertising  we  do  is  only  to  bring  to  the  public 
attention  the  Flying  Tiger  Line  name  and  therefore  it 
may  have  some  benefit  insofar  as  the  lease  is  concerned 
just  as  much  as  it  would  have  through  the  benefit  of  pick¬ 
ing  up  some  additional  common  carriage  freight. 

Q.  And  the  ground  equipment  that  you  have  at  stations 
which  the  irregular  passenger  carriers  don’t  serve,  depre¬ 
ciation  on  that  is  allocated  in  part  to  your  aircraft  leasing 
operation,  is  that  not  true?  A.  That  is  right. 

31183  Q.  And  wherein  does  that  benefit  the  irregular 
passenger  carrying  operations?  A.  Well,  for  in¬ 
stance,  in  order  to  service  an  aircraft,  regardless  of 
whether  you  use  it  in  the  freight  operation  or  the  passen- 
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ger  operation,  you  have  to  have  engine  stands  and  work 
stands. 

Q.  The  underlying  philosophy  would  be  that  everything 
you  do  benefits  the  freight  operation  as  well  as  the  leased 
aircraft  operation?  A.  There  is  no  clear-cut  segregation 
anvbodv  can  make.  There  are  certain  accounts  in  our 
books  that  you  might  say  are  more  or  less  50-50.  Some  of 
them  are  more  on  passenger  operations  and  some  are  more 
on  common  carriage  operation.  But  on  an  overall  basis 
I  think  it  is  an  equitable  basis. 

Q.  Do  you  feel  that  in  the  quarter  ending  September 
30,  1948,  your  losses  from  your  leasing  operations  were  in 
proportion  to  your  losses  from  common  carrier  freight 
operations?  A.  I  would  say  pretty  close,  perhaps  even 
more. 

Q.  Did  you  determine  that  before  you  prepared  Exhibit 
71?  You  had  a  net  loss  from  the  entire  Flying  Tiger 
operation  of  $34,500  for  the  quarter  ended  September  30. 
A.  Yes,  sir. 

Q.  Did  you  divide  that  loss  as  between  your  leasing 
aircraft  operations  and  your  freight  operations?  A.  Did 
I  divide  it? 

Q.  Yes.  A.  I  testified  before  that  the  total  costs  were 
pro-rated  or  allocated  on  the  following  basis,  direct  fly¬ 
ing  expense  on  the  basis  of  the  number  of  miles 
31184  flown  and  indirect  operating  expenses  on  the  basis 
of  the  revenue  for  each  type  of  operation. 

Q.  So  it  just  happened  to  come  out  that  $26,400  of  that 
loss  was  a  common  carrier  freight  loss  and  the  balance, 
$8,178  was  a  leasing  of  aircraft  loss?  A.  Yes. 

Q.  That  is  what  that  figure  is,  non-freight  and  non-oper¬ 
ating —  A.  It  is  a  loss  from  my  passenger  operation  plus 
any  loss  I  may  have  sustained  on  my  outside  maintenance 
plus  any  non-operating  expenses  such  as  losses  on  sale  of 
equipment. 

Q.  Do  you  have  available  the  revenue  from  freight  for 
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each  of  these  months  that  you  have  covered  in  your  earlier 
exhibits  here?  A.  Which  particular  months  are  you  re¬ 
ferring  to? 

Q.  Well,  October,  1948.  A.  The  income  from  common 
carriage  freight? 

Q.  Yes.  A.  I  do  not  have  it  with  me  but  1  can  get  it 
for  you. 

Q.  You  don't  have  it  with  you?  A.  No.  I  can  give  you 
a  rough  guess  if  you  want  it. 

Q.  Never  mind  the  guess.  There  is  one  statement  in 
vour  Exhibit  90,  in  the  first  sentence.  What  is  the  basis 
for  your  statement  that  the  applicant  has  been  limited  to 
serving  approximately  ten  cities  since  August,  1947?  A. 
We  applied  back  in  December  of  1947  for  quite  a  number 
of  cities.  However,  when  the  letter  of  registration  came 
out  I  think  we  were  limited — I  am  not  certain — to 

31185  fourteen  cities. 

Q.  You  meant  fourteen  there  when  you  said  ap¬ 
proximately  ten?  A.  That  is  right. 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Bishop: 

Q.  With  reference  to  Exhibit  60,  Page  1,  do  you  have 
any  particular  explanation  for  the  drop  in  load  factors 
in  July  of  1948?  I  am  referring  to  the  drop  here  from 
83.3  percent  to  68.6  percent?  A.  I  think  there  are  prob¬ 
ably  two  reasons.  One  of  them  is,  of  course,  that 

31186  you  will  remember  July  1,  1948,  is  when  the  mini¬ 
mum  rate  order  came  out  and  the  rates  were  raised 

considerably.  That  may  have  had  some  influence  insofar 
as  the  volume  was  concerned.  Second,  July  is  a  bad  month 
for  shipping  flowers  and  I  think  there  was  a  drop  in  the 
flower  shipments. 
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Further  Cross  Examination 
By  Mr.  Lawler : 

Q.  Mr.  Benninger,  what  personnel  do  you  keep  at  your 
demand  points?  For  instance,  Allentown,  Pennsylvania? 
A.  We  have  none  there. 

Q.  What  other  facilities  do  you  have  there?  A.  No 
facilities. 

•  •  *  •  • 

31187 

i  •  i  •  • 

Examiner  Cusick:  Mr.  Benninger,  during  the  noon  re¬ 
cess  have  you  been  able  to  check  your  files  and  secure  the 
information  requested  by  counsel  for  United? 

The  Witness:  Yes,  I  have. 

Examiner  Cusick:  Will  you  state  it  please? 

The  Witness:  The  quarterly  reports  for  the  quarter 
ending  September  30,  1948,  include  the  hours  flown  and  the 
miles  flown  for  the  common  carriage,  leases  and  non-reve¬ 
nue  and  I  have  the  following  break-down:  C-54,  common 
carriage  freight,  2,221.8.  That  is  the  hours  flown.  Leases 
of  aircraft  and  contract  operations,  1,034.1. 

Non-revenue,  53.7.  Total  C-54,  3,309.6. 

C-47.  Common  carriage,  freight.  642.2.  Leases  and 
contract  operations,  20.4.  Non-revenue,  4.4.  Total,  6,667.0. 

Grand  total,  freight,  2,864.  Leases  and  contract  oper¬ 
ations,  1,064.5.  Non-revenue,  58.1.  Grand  total,  3,976.6. 

'  Miles  flown,  C-54,  common  carriage  freight,  401,224. 
Leases  and  contract  operations,  197,384.  Non-revenue, 
8,942.  Grand  total,  607,550. 

1  C-47,  common  carriage  freight,  102,664.  Leases  and  con¬ 
tract  operations,  3,062.  Non-revenue,  592.  Total,  106,318. 
Grand  total,  common  carriage  freight,  503,888. 

31188  Leases  and  contract  operations,  200,446.  Non-reve¬ 
nue,  9,534.  Grand  total,  713,868. 
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The  ton-miles  carried  and  tons  of  freight  carried  apply 
only  to  common  carriage  freight. 

Examiner  Cusick:  Are  there  any  questions? 

Mr.  Rett:  Yes,  I  have  a  few. 

Further  Cross  Examination 
By  Mr.  Rett: 

Q.  Now,  the  non-revenue  miles  which  you  gave  me,  are 
those  non-revenue  miles  common  carriage  freight?  A. 
All  of  them  would  be  common  carriage  freight.  I  imagine 
75  percent  of  them  are  test  hops.  There  may  have  been  one 
or  two  instances  whereby  for  engine  failure  we  had  to  ferry 
an  aircraft. 

Q.  But  they  all  apply  to  common  carrier  freight?  A. 
Yes.  I  would  like  to  bring  up  this  point.  When  you  change 
an  engine  it  is  hard  to  say  whether  it  is  applicable  to  com¬ 
mon  carriage  freight  or  whether  it  is  applicable  to  leases 
for  contract  operations. 

Q.  You  don’t  have  the  comparable  figures  for  the  June 
quarter,  do  you?  A.  I  do  not  have  those  with  me,  no. 

Q.  On  the  June  quarter,  as  shown  in  the  quarterly  re¬ 
port  filed  with  the  Board,  the  aircraft  miles  and  aircraft 
hours  flown  likewise  include  common  carriage  freight, 
leases  and  contract?  A.  Yes,  they  do. 

Q.  And  by  leases  and  contracts,  I  take  it  you 
31189  mean  charter?  A.  Yes. 

Q.  On  those  leases  and  charters,  do  you  supply 
the  gasoline  and  oil?  A.  Yes,  I  do. 

Q.  In  all  cases?  A.  Well,  except  one  case  for  which  1 
make  compensation  insofar  as  statistics  are  concerned. 

Q.  I  don’t  quite  understand  what  you  mean.  A.  In  one 
particular  lease  I  did  not  furnish  the  gasoline.  In  com¬ 
puting  or  allocating  expenses,  I  had  to  take  care  of  that 
particular  item. 

Q.  Do  you  mean  you  actually  furnished  the  gasoline  or 
deducted  that  from  the  lease  rental?  A.  I  actually  fur¬ 
nished  the  gasoline  and  I  am  reimbursed  for  it. 
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Q.  Even  on  transcontinental  trips!  A.  Yes. 

Mr.  Rett :  I  think  that  is  all 

Examiner  Cusick:  Any  further  questions? 

Mr.  Lawler. 

Further  Cross  Examination 

% 

By  Mr.  Lawler: 

Q.  Mr.  Benninger,  I  thought  you  testified  this  morning 
that  most  of  these  charters  were  to  points  not  normally 
served  by  Flying  Tigers!  A.  I  did  not  say  most  of  them. 
I  said  some  of  them  are. 

Q.  What  arrangements  do  you  make  for  the  pur- 
31190  chase  of  gasoline  at  those  stations!  A.  I  have  a 
national  credit  card  that  I  can  go  to  practically  any 
airport  in  the  country  with  and  pick  up  gas. 

Q.  So  a  leased  plane  which  would  fly  into  Amarillo 
would  charge  it  to  your  account!  A.  Yes,  if  that  is  the 
term  of  the  lease. 

Q.  Well,  I  understood  you  said  in  most  of  them  it  is  the 
term  of  the  lease.  Is  that  right!  A.  That  is  right. 

Mr.  Lawler:  Thank  you. 

Examiner  Cusick:  Mr.  Gribbon! 

Further  Cross  Examination 
By  Mr.  Gribbon: 

Q.  Is  the  revenue  shown  in  your  balance  sheet  including 
reimbursement  that  you  received  on  gasoline  purchases! 
A.  Yes. 

Q.  How  are  your  leases  made  up.  How  is  the  compensa¬ 
tion  arranged!  A.  I  don’t  quite  follow  you. 

Q.  Do  you  lease  your  planes  on  an  hourly  basis!  A. 
No,  not  necessarily.  Usually  the  negotiations  state  ex¬ 
actly  how  long  the  trip  will  be  and  what  stops  will  be  made 
and  on  what  route.  If,  for  any  reason,  the  lessee  changes 
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that  route,  then  subsequent  negotiation  will  have  to  be 
placed  upon  the  additional  mileage  or  hours  flown. 

Q.  And  under  the  terms  of  the  contract,  the  obligation 
is  on  you  as  lessor  to  provide  gasoline  and  oil?  A.  On 
some  of  them,  yes. 

Q.  Where  you  do  have  the  obligation,  are  you  reimbursed 
just  for  what  you  expend  on  oil  or  is  it  worked  into 

31191  the  hourly  chart?  A.  I  am  reimbursed  for  what¬ 
ever  I  have  to  spend  for  gasoline  and  oil. 

Q.  You  are  reimbursed  for  that  and  it  is  collected  on 
your  profit  and  loss  statement  under  freight  and  leases? 
A.  That  is  right. 

•  •  •  •  • 

Robert  W.  Prescott 

•  #  *  #  * 

Direct  Examination 
By  Mr.  Meyers: 

Q.  Mr.  Prescott,  you  are  President  of  The  Flying  Tiger 
Line,  Inc.,  are  you  not?  A.  Yes. 

Q.  Your  qualifications  are  set  out  in  the  original  ex¬ 
hibits,  are  they  not?  A.  Yes. 

•  •  •  •  • 

31192 

•  •  *  •  * 

Cross  Examination 
By  Mr.  Lawler : 

Q.  Mr.  Prescott,  does  your  corporate  charter  permit 
you  to  carry  passengers?  A.  Yes,  I  am  sure  it  does. 

Q.  It  permits  you  to  carry  mail?  A.  Yes,  I  am  sure  it 
does. 

Q.  Parcel  post?  A.  I  don’t  know  if  parcel  post  was 
specifically  mentioned.  I  understand  parcel  post  is  mail. 

Q.  Will  you  tell  me  why  you  consider  it  necessary  to 
rent  these  planes  to  the  non-scheduled  passenger  earners? 
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A.  I  don’t  consider  it  necessary.  I  consider  it  good  busi¬ 
ness. 

Q.  It  is  purely  from  a  business  point  of  view?  A.  Cer¬ 
tainly. 

Q.  Is  it  because  you  are  unable  to  utilize  the  planes 
during  certain  periods?  A.  Yes,  that  is  one  good  reason. 

Q.  This  Exhibit  65,  page  one.  Will  you  look  at  that 
October  column  under  westbound?  You  had  2  C-54’s,  did 
you  not,  westbound,  one  on  the  first  and  one  on  the  seventh  ? 
A.  Yes. 

Q.  Let’s  take  the  plane  that  went  out  on  the  first.  What 
happened  to  that  plane?  You  have  no  flight  eastbound  un¬ 
til  the  tenth.  A.  Yes. 

What  happened  to  that  plane  between  the  first 
31193  $nd  the  tenth?  9.  Well,  apparently  it  went  to  Los 
Angeles. 

Q.  Did  it  sit  there?  A.  This  was  in  October,  1947.  Am 
I  looking  at  the  same  exhibit  you  are? 

Q.  Yes.  A.  In  October,  1947,  we  weren’t  doing  any  of 
this  lease  business  or  anything  else,  as  you  are  referring 
to  these  things  now.  We  had  just  gotten  that  airplane  and 
we  flew  it  to  Europe  a  good  part  of  the  summer  and  we 
flew-  it  back  over  here.  We  flew  it  from  New  York  out  to 
Los  Angeles  and  probably  it  went  through  four  engine 
changes  out  there  in  this  period.  We  pulled  it  off  the 
European  run  when  the  engines  had  just  used  their  time 
up.  We  are  primarily  a  C-47  operation  as  you  can  see.  I 
don’t  know  what  the  plane  was  doing  out  there,  but  we 
weren’t  pretending  to  be  flying  the  first  part  of  October 
with  a  C-54  operation. 

Q.  Under  present  circumstances,  if  you  did  not  have  a 
load  for  one  of  your  C-54’s,  would  you  rent  it  out?  A.  If 
I  didn’t  have  any  use  for  the  airplane,  I  would  do  my  best 
to  do  something  with  it,  yes. 

Q.  Do  you  ever  run  charter  flights  to  points  to  which  you 
are  certificated?  A.  You  tell  me  what  a  charter  flight  is. 

Q.  Well,  one  which  does  not  come  under  your  tariff. 
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A.  Possibly  some  of  these  horse  charters  are,  yes.  That 
would  be  the  only  kind  I  know  of  that  we  would  carry. 

Q.  What  rates  do  you  quote  on  those  charters?  A.  It 
is  usually  a  plane  mile  rate.  We  don’t  file  that 

31194  tariff. 

Q.  I  know  that.  A.  Somewhere  around  85  cents 
a  mile  for  a  C-47  and  $1.25  a  mile  for  a  DC-4. 

Q.  $1.25?  A.  Somewhere  around  that.  It  is  usually 
what  the  traffic  will  bear. 

Q.  Do  you  believe  your  present  assets  are  sufficient  to 
conduct  the  operation  for  which  you  have  applied  or  for 
which  you  have  been  recommended?  A.  Well,  that,  of 
course,  depends  on  a  lot  of  things.  Our  assets  are  sufficient 
nowT  to  do  considerably  more  business  than  we  are  doing 
at  the  present  time.  What  will  happen  in  the  future  or  what 
form  our  certificate  will  take  or  what  amount  of  flying  we 
will  either  want  to  do  or  be  required  to  do  immediately  will 
determine  that.  I  don’t  believe  anybody  knows. 

Q.  You  have  made  no  estimates  as  to  the  amount  of 
equipment  you  would  need  to  carry  out  the  Examiner’s 
recommended  routes  ?  A.  Again  there  is  no  specific  flying 
requirement  set  out  in  the  Examiner’s  recommendation,  as 
I  understand  it.  We  are  given  terminals  without  the  type 
of  requirements  of  flying  that  you  would  normally  have  on 
a  mail  route. 

Q.  Do  you  intend  to  conduct  a  demand  operation  if  it 
lies  within  your  power  to  choose  to  do  so  under  a  certifi¬ 
cate?  A.  Yes,  a  demand  service. 

Q.  A  demand  service  primarily  being  different  in  that  a 
certain  definite  poundage  would  be  required  for  a 

31195  stop?  A.  Yes,  something  along  that  line.  In  other 
words,  we  don’t  expect  to  sit  up  in  New  York  and 

expect  demands  to  come  in  from  all  over  New  England  for 
our  services.  We  would  like  to,  in  your  idea  of  the  de¬ 
velopment  of  this  freight  business,  have  the  elasticity  to 
go  in  and  find  freight  business.  That  is  the  only  way  we  are 
going  to  make  any  business  out  of  this,  is  to  go  out  and 
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find  it.  It  is  not  there  bubbling  up  out  of  the  ground.  We 
would  hate  to  come  in  and  have  to  prove  convenience  and 
necessity  in  a  freight  operation  for  every  little  town  and 
hamlet  that  we  might  find  that  can  produce  some  air  freight 
that  is  not  being  moved  now.  If  we  find  a  place,  we  will  put 
our  sales  people  and  our  facilities  in  there  and  we  will 
pound  on  that.  We  might  have  to  protect  ourselves  with  a 
thousand  pound  limitation,  but  we  don’t  expect  to  get  odd 
calls  from  all  over  the  country  just  because  we  announce 
ourselves  as  ready  to  serve.  However,  you  do  get  the  odd 
calls  on  occasions. 

Q.  You  would,  however,  continue  to  concentrate  on  the 
major  heavy  traffic  segments?  A.  Wherever  we  can  find 
the  business  and  we  can  find  more  in  New  York  than  in 
Allentown. 

Q.  That  is  correct,  and  you  have  certainly  up  to  the 
present  concentrated  on  the  heavily  traveled  segments. 
A.  That  is  true;  there  is  no  question  of  it. 

Q.  Have  you  ever  had  any  conversations  with  under¬ 
writers  or  banks  or  other  financial  groups  as  to  further 
financing  for  The  Flying  Tigers?  A.  Yes,  we  have  had 
continual  advice  and  assistance  from  a  couple  of  under¬ 
writers  and  we  have  kept  them  up  to  date  on  our 
31196  operations  and  what  we  are  doing  at  the  present 
time.  We  have  had  a  considerable  amount  of  in¬ 
terest  shown  by  the  banks  out  in  California  on  various 
phases  of  our  operation.  They  are  watching  it  very  closely. 

Q.  I  think  one  of  your  new  directors  is  connected  with 
an  investment  company,  is  he  not?  A.  No,  I  don’t  believe 
so. 

Q.  Mr.  Eldred.  What  is  his  business?  A.  He  has  been 
in  the  investment  business  but  at  the  present  time  he  has 
no  specific  activity. 

Q.  Is  he  an  expert  in  transportation?  A.  No,  he  is  an 
expert  in  things  concerning  finances  but  he  is  not  con¬ 
nected  with  any  underwriting  house. 
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Q.  Your  conversations  with  the  underwriting  houses 
have  been  purely  general?  A.  Yes,  1  would  say  they  have 
up  to  this  stage. 

Q.  Have  any  specific  amounts  been  mentioned?  A. 
Well,  I  suppose  every  specific  amount  from  one  to  fifty 
million  dollars  has  been  mentioned,  yes. 

Mr.  Lawler:  That  is  all.  Thank  you. 

Examiner  Cusick:  United,  Mr.  Rett? 

Cross  Examination 
By  Mr.  Rett : 

Q.  Mr.  Prescott,  was  a  Fred  Miller  formerly  vice  presi¬ 
dent  of  the  Flying  Tigers?  A.  That  is  correct. 

Q.  Is  he  the  same  Fred  Miller  that  is  now  connected  with 
Air- America,  Inc.?  A.  That  is  correct. 

31197  Q.  Does  Mr.  Miller  own  any  stock  in  The  Flying 
Tiger  Line,  Inc.?  A.  To  the  best  of  my  knowledge, 
he  has  a  thousand  or  1500  shares. 

Q.  Does  anyone  else  presently  connected  with  The  Flying- 
Tiger  Line,  Inc.,  in  any  way,  hold  stock,  or  is  an  officer 
of  Air- America,  Inc.  ?  A.  Is  anyone  connected  with  whom 
holding  stock?  I  guess  you  meant  Air- America. 

Q.  Does  anyone  connected  with  Air- America,  Inc.,  have 
stock  in  Flying  Tigers?  A.  No. 

Q.  What  have  been  your  connections  with  Air-America, 
Inc.?  A.  We  have  leased  them  some  airplanes  at  various 
times. 

Q.  Have  you  assisted  them  to  set  up  their  business?  A. 
No,  I  wouldn’t  say  wTe  have  assisted  them.  That  is  a  broad 
term.  We  have  loaned  no  money.  We  have  loaned  them  no 
personnel.  There  is  nothing  of  that  type,  no. 

Q.  Specifically,  outside  of  leasing  the  aircraft  and  crews, 
what  did  you  do?  A.  Well,  nothing  except  I  might  have 
advised  them  on  what  kind  of  an  operation  that  was  and 
how  he  could  make  out  on  it  if  he  wanted  to  go  into  it. 
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That  is  a  purely  personal  thing  between  myself  and  him. 
There  has  been  no  other  assistance. 

Q.  Did  your  company  ever  discuss  merging  with  other 
companies!  A.  Yes,  we  have. 

31198  Q.  Was  that  with  Slick?  A.  No,  we  never  had 
any  serious  discussion  of  that. 

Q.  Which  ones  was  it?  A.  Well,  we  had  discussion  with 
California-Eastern  Airways. 

Q.  Is  that  the  only  one?  A.  We  had  just  casual  conver¬ 
sations  with  U.  S.  Airlines  at  one  time. 

Q.  And  casual  conversations  with  Slick?  A.  No,  never 
even  casual  conversations  with  them. 

Q.  Have  those  discussions  since  terminated?  A.  Yes. 
Q.  Were  there  any  factors  in  your  balance  sheet  or  the 
balance  sheet  of  the  other  companies  that  resulted  in  the 
termination  of  those  discussions?  A.  Any  factors  in  our 
balance  sheets? 

Q.  Or  the  balance  sheets  of  the  other  companies  that 
resulted  in  the  termination  of  those  discussions?  A.  Well, 
I  think  I  could  say  yes  on  that. 

Q.  In  yours  or  in  the  other  companies?  A.  Well,  per¬ 
haps  both.  We  couldn’t  get  together.  That  is  what  I  mean. 

Q.  Is  your  company  interested  in  parcel  post?  A.  Oh, 
yes,  indeed. 

Q.  Air  express?  A.  Oh,  yes.  We  are  not  interested  in 
the  present  type  of  air  express.  If  we  can  get  what  we 
think  is  a  realistic  approach,  we  are  interested  in  the  ser¬ 
vices  of  the  Railway  Express  Company.  Air  ex- 

31199  press  itself  is  not  an  entity.  It  is  a  means  for 
gathering  traffic.  We  are  interested  in  using  that 

means  in  -what  we  think  is  a  much  broader  scale. 

Q.  But  on  air  express,  do  you  propose  to  carry  that  as 
air  freight?  A.  We  propose  to  carry  it  in  airplanes. 

Q.  No,  I  mean  distinguishing  between  tariff  rates  now. 
A.  Well,  the  rates  that  we  would  like  to  carry  air  express 
for  would  be  more  favorably  compared  to  our  freight  rates 
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than  they  are  now.  We  would  like  to  get  as  close  as  pos¬ 
sible. 

Q.  But  they  would  be  higher  than  the  air  freight  rates? 
A.  You  see,  we  are  not  running  air  express.  We  are  not 
running  that  organization.  If  we  were,  I  will  tell  you  yes, 
I  would  like  to  see  it  go  down  to  as  low  as  could  possibly 
be  done  and  still  give  the  express  agency  a  return  on  their 
investment  and  still  give  us  the  same  return  we  get  from 
air  freight  or  possibly  a  small  premium  for  priority  of 
service,  but  we  don’t  propose  to  do  that  now. 

Q.  You  distinguish  between  your  air  express  service  and 
your  air  freight  service?  A.  We  would  distinguish? 

Q.  That  is  right.  A.  We  would  carry  it  for  our  air 
freight  rates.  Certainly  it  is  cheaper  acquisition  of  traffic 
than  any  other  freight  we  might  carry. 

Examiner  Cusick:  When  you  are  referring  to  air  ex¬ 
press,  Mr.  Rett,  are  you  referring  to  REA? 

The  Witness:  Air  express  through  REA. 

31200  Examiner  Cusick:  Through  REA,  not  air  ex¬ 
press  on  this  company’s  own  initiative? 

Mr.  Rett:  No. 

Examiner  Cusick:  I  see. 

By  Mr.  Rett: 

Q.  Do  you  carry  any  commodities  at  rates  below  the 
volume  breaks  applicable  to  the  poundage  carried?  A. 
Do  we  carry  any  what? 

Q.  I  understand  you  have  volume  breaks  in  your  rates. 
A.  Yes. 

Q.  Do  you  carry  it  in  quantities  below  the  volume  break? 
If  you  have  a  quantity  weighing  800  pounds,  do  you  apply 
to  that  the  thousand  pounds  or  over  rate?  A.  No,  that 
would  be  a  violation  of  our  tariff. 

Q.  In  computing  your  rate  applicable,  do  you  use  the 
cube  formula?  A.  Yes,  we  do  use  the  cube.  In  relation  to 
that  last  question,  if  it  weighs  800  pounds  and  cubes  out 
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to  1600,  we  charge  them  for  1600  pounds  and  put  it  in  the 
1600  pound  bracket. 

Q.  Do  you  know  whether  or  not  there  have  been  any  in¬ 
stances  when  the  Flying  Tigers  has  absorbed  the  local 
pick-up  and  delivery  trucking  charges?  A.  No,  not  to  my 
knowledge.  There  have  been  times  when  we  paid  more  for 
the  pick-up  and  delivery  than  we  got  in  revenue  in  our 
filed  pick-up  tariff. 

Q.  You  paid  more  for  the  service  to  the  ground  operator? 
A.  Yes,  at  that  time  we  did.  Take  the  area  of  Los 
31201  Angeles.  We  don’t  file  a  half  dozen  rates  for  Los 
Angeles  and  its  surrounding  area,  but  sometimes 
it  will  cost  us  a  dollar  a  hundred  to  get  stuff  way  out  on  the 
outskirts  and  we  can  only  get  75  cents  a  hundred  on  our 
tariff. 

Q.  Your  testimony  is  that  you  never  completely  absorbed 
the  charge?  A.  Not  to  my  knowledge. 

Q.  In  connection  with  the  additional  activities  of  leasing 
airplanes  and  outside  maintenance  and  charters  and  so 
forth  was  it  necessary  for  you  to  increase  your  personnel 
or  facilities  to  take  on  those  additional  activities?  A.  Oh, 
yes.  We  had  to  increase  our  pilots  and  our  mechanics  and 
our  mechanics’  supervision  and  probably  had  to  put  on 
other  people. 

Q.  With  relation  to  those  particular  activities,  the  leas¬ 
ing  of  aircraft,  for  instance,  would  you  have  had  that  same 
number  of  aircraft  whether  or  not  you  leased  them?  A. 
Possibly  not  As  you  know,  we  are  in  danger  at  all  times 
of  losing  the  Army  leases  that  we  have  on  our  planes  if 
this  Berlin  Airlift  gets  bad  enough.  We  are  liable  to  lose 
them.  So  if  I  can  buy  more  airplanes  now  and  lease  them 
out,  I  will  do  it  because  it  gives  me  a  reserve  against  future 
needs. 

Q.  In  other  words,  you  vrould  buy  them  anyway  whether 
or  not  you  could  lease  them  out,  is  that  correct?  A.  Well, 
if  I  am  financially  able. 
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Q.  What  about  pilots!  Do  you  employ  pilots  specifically 
for  the  purpose  of  operating  the  leased  flights!  A.  No, 
I  don’t  think  we  employ  them  specifically  for  that 

31202  purpose.  If  you  leased  a  plane  and  your  pilots  are 
flying  the  airplane  and  you  have  to  expand  your 

force  to  meet  your  needs,  we  do  it,  but  we  don’t  specifically 
pick  a  man  out  and  say,  “You  are  flying  a  lease.” 

Q.  Is  it  your  testimony  that  the  28  pilots  you  have  are 
in  excess  of  what  you  need  under  the  scheduling  you  have 
for  your  common  carrier  air  freight  operations!  A.  They 
probably  are  in  excess  of  what  we  used  last  month  in  the 
air  freight  operations,  yes. 

Q.  Are  they  at  the  present  time!  A.  If  we  don’t  fly 
enough  freight  to  utilize  28  pilots,  they  will  be  in  excess 
this  month  too. 

Q.  What  increase  was  made  in  your  maintenance  facili¬ 
ties!  A.  In  maintenance  facilities,  none. 

Q.  That  is  in  relation  to  the  leasing  of  aircraft  itself  ? 
A.  Yes. 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Gribbon: 

Q.  Who  is  the  biggest  single  stockholder  in  The  Flying 
Tiger  Line  today,  Mr.  Prescott!  A.  I  think  Mr.  Allen 
Chase  is.  I  am  not  positive. 

Q.  Then  no  single  shareholder  owns  more  than  five  per 
cent  of  the  stock  of  the  corporation?  A.  Not  to 

31203  my  knowledge. 

Q.  This  Army  contract  under  which  you  have 
been  performing  some  operations,  do  you  fly  Army  goods 
between  your  established  points?  A.  Yes,  and  when  we  do 
we  fly  it  on  our  common  carrier.  We  have  no  running  Army 
contract.  They  call  us  today  to  get  a  planeload  of  goods. 
That  day  may  be  a  contract,  but  we  have  no  running  con¬ 
tract  with  them.  If  they  call  and  have  some  freight  from 
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Los  Angeles  to  New  York,  it  just  goes  on  our  tariff.  It 
goes  as  common  carriage. 

Q.  But  if  they  have  some  freight  between  Los  Angeles 
and  a  city  that  you  don’t  serve  regularly,  then  that  is  con¬ 
sidered  a  contract  operation!  A.  Well,  you  can  call  it 
what  you  like.  If  they  say,  “Go  to  Ogden  and  pick  up  a 
planeload”,  we  go,  yes. 

Q.  What  rate  do  you  charge  on  that!  A.  It  is  usually 
a  negotiated  rate. 

Q.  But  when  the  movement  is  between  two  points  on  your 
line,  it  is  the  common  carrier  rate  that  applies!  A.  That 
is  correct. 

Q.  When  one  off-line  point  is  concerned,  then  you  negoti¬ 
ate  the  rate!  A.  That  is  right. 

Q.  And  when  one  off-line  point  is  involved  in  the  deal, 
you  don’t  include  it  in  your  total  of  ton-miles  carried!  A. 
That  is  right. 

Q.  And  the  only  determination  as  to  whether  it  is  con¬ 
tract  or  common  is  that  a  point  to  which  you  are  not  to 
provide  service  is  involved  in  the  movement!  A. 
31204  Yes.  We  have  to  call  it  something.  It  is  not  com¬ 
mon  carriage.  We  have  no  tariff  to  cover  it  so  it 
is  charter  or  whatever  you  want  to  call  it. 

Q.  In  approximately  what  volume  is  that  business  that 
you  consider  as  contract!  A.  Well,  it  would  have  to  be 
approximating  a  plane  load  or  our  prices  per  pound  would 
be  so  high  that  they  wouldn’t  give  us  the  business.  In  other 
words,  we  wouldn’t  go  to  Ogden  and  carry  goods  up  to 
Bradley  Field  for  a  regular  per  pound  rate ;  if  it  were  only 
five  thousand  pounds  they  would  still  pay  for  twenty  thou¬ 
sand  pounds  if  a  DC-4  went  up  there,  so  we  wouldn’t  get  the 
business. 

Q.  What  I  meant  was  what  percentage  of  your  total 
business  is  represented  by  these  Army  contracts  to  off¬ 
line  points!  A.  That  I  don’t  know. 

Q.  A  plane  a  week  or  two  planes  a  week?  A.  W’e  could 
ask  Mr.  Benninger.  I  have  been  away  from  the  company 
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for  the  last  six  weeks  and  a  good  part  of  that  Army  stuff 
has  been  done.  Is  it  all  right  with  you  if  we  ask  him? 

Mr.  Benninger:  It  is  less  than  live  per  cent. 

Mr.  Gribbon :  In  the  month  of  September  or  the  quarter 
ending  in  September? 

Mr.  Benninger:  For  the  quarter  ending  September  30, 
1948. 

By  Mr.  Gribbon : 

Q.  How  much  of  your  common  carrier  business  has 
been  Army  business  between  two  points?  A.  I  don’t 
know. 

31205  Mr.  Gribbon:  Mr.  Benninger,  do  you  know  that? 

Mr.  Benninger :  I  would  say  about  four  per  cent. 

By  Mr.  Gribbon: 

Q.  This  Army  movement  is  a  result  of  the  Army  Trans¬ 
port’s  diversion  of  planes  to  the  Berlin  Airlift,  isn’t  it? 
A.  I  expect  it  is,  yes. 

Q.  Do  you  know  if  this  is  the  same  kind  of  movement 
that  Slick  takes  care  of  under  its  recently  filed  common 
carrier  tariff?  A.  I  don’t  know  if  it  is  the  same  kind,  no. 

Q.  Would  you  explain  the  transaction  pursuant  to  which 
Willis  acquired  stock  in  The  Flying  Tigers?  A.  Yes. 
Willis  had  leased  two  of  these  Army  ships  and  put  a  con¬ 
siderable  amount  of  money  into  the  licensing  and  modify¬ 
ing  of  them.  In  order  for  me  to  get  the  use  of  those  air¬ 
planes,  I  offered  to  reimburse  him  for  what  he  had  put  into 
them.  I  offered  him  some  cash  and  some  stock  and  the 
stock  amounted  to  34,000  shares.  The  stock  may  be  just 
now  in  the  process  of  delivery.  The  actual  transfer  of  the* 
stock  had  not  been  made  up  until  last  week  anyway  and 
Willis  has  since  disposed  of  that  stock.  In  fact,  he  dis¬ 
posed  of  it  before  he  got  it.  He  had  a  contract  of  sale  and 
the  money  was  put  into  escrow  and  as  soon  as  we  put  our 
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stock  into  escrow  the  money  will  be  released  to  Willis  and 
the  stock  will  be  released  to  the  purchaser. 

Q.  For  two  airplanes  you  gave  him  cash  plus  34,000 
shares  of  Flying  Tiger  stock!  A.  That  is  right. 

31206  Q.  How  much  cash?  A.  $22,000,  I  believe. 

Q.  Where  did  this  stock  come  from?  A.  It  was 
treasury  stock,  authorized  but  unissued. 

Q;  So  that  the  net  effect  of  the  transaction,  so  far  as 
the  stock  is  concerned,  would  be  to  increase  your  stock 
issue  by  $34,000?  A.  That  is  right. 

Q.  And  it  will  not  change  your  surplus  figure  at  all? 
A.  No,  it  won’t  change  our  book  value  because  the  change 
was  made  on  book  value. 

Q.  As  of  September  30th,  you  show  issued  and  out¬ 
standing  726,000  shares  of  common  stock.  That  will  now 
be  increased  by  34,000?  A.  Yes,  slightly  over  35,000  to 
be  exact. 

Q.  It  will  wipe  out  this  liability  of  $35,000?  A.  That  is 
correct. 

Q.  That  will  increase  your  surplus,  will  it  not?  A.  You 
are  talking  to  a  man  who  is  not  an  accountant.  We  said 
this  is  so  many  dollars  that  we  want  to  pay  you  for  this 
item  and  one  share  of  stock  on  the  book  value  is  worth  this 
much.  We  will  give  you  this  much  stock  for  this  many 
dollars.  To  me  that  keeps  our  book  value  even. 

Q.  YY>u  state  that  your  notion  of  demand  service  is  that 
you  will  go  out  and  develop  traffic  wherever  you  think 
there  is  any  traffic,  is  that  substantially  it?  A.  Yes. 

Q.  During  the  four  months  that  were  reported  in  your 
exhibits,  you  served  eight  cities?  That  is  correct, 

31207  isn’t  it?  A.  I  believe  that  is  right. 

Q.  Do  you  have  personnel  employed  at  each  of 
those  eight  cities?  A.  Yes,  I  am  sure  we  do. 

Q.  Do  you  have  station  facilities  employed  at  each  of 
those  eight  cities?  A.  To  be  very  specific  about  these 
questions,  I  wish  you  would  list  those  cities,  the  eight. 
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Q.  Los  Angeles,  San  Francisco,  New  York,  Cleveland, 
Chicago,  Detroit,  Kansas  City,  and  St.  Louis.  A.  Yes,  we 
have  employees  in  all  those. 

Q.  Do  you  have  salesmen  employed?  A.  Yes,  in  all  of 
them. 

Q.  That  is,  directly  employed  by  Flying  Tigers?  They 
are  not  your  agents?  A.  In  Kansas  City  we  have  a  com¬ 
mission  agent  there. 

Q.  A  commission  agent  in  Kansas  City?  A.  Yes. 

Q.  And  at  all  the  other  cities  you  do  have  salesmen? 
A.  Yes. 

Q.  How  many  in  Cleveland?  A.  I  will  do  some  guessing 
for  you.  I  think  it  is  three.  I  am  not  sure. 

Q.  You  are  authorized  to  serve  a  great  many  cities  in 
addition  to  these  eight,  is  that  not  correct?  A.  We  have 
been  recently  authorized  to  serve  a  bunch  of  the  little 
places  where  we  used  to  pick  up  produce. 

Q.  And  initially  you  were  authorized  to  serve  a 
31208  total  of  14,  isn’t  that  correct?  A.  That  is  correct. 

Q.  Other  than  these  eight,  at  how  many  cities 
do  you  have  facilities,  station  facilities  ?  A.  At  none  other 
because  we  are  not  attempting  to  serve  them  right  now. 

Q.  And  the  same  is  true  of  salesmen?  You  have  sales¬ 
men  at  no  other  cities  than  these  eight?  A.  No.  We  have 
roving  salesmen,  we  call  them,  that  go  up  and  down  the 
west  coast,  and  also  the  east  coast  and  also  some  who  work 
a  lot  of  little  places  in  the  mid-west  area,  but  no  perman¬ 
ent  salesmen  in  any  town. 

Q.  So  your  entire  operation  is  confined  to  these  eight 
points  in  terms  of  facilities  and  personnel?  A.  At  the 
present  time,  yes. 

•  •  •  •  • 

By  Mr.  Peyser: 

Q.  Mr.  Prescott,  the  testimony  that  you  just  gave  about 
interest  in  the  small  package  business,  does  that  represent 
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a  change  in  the  attitude  of  what  you  stated  at  the  original 
hearing?  A.  Did  I  say  something  about  an  interest  in 
the  small  package  business? 

Q.  I  understood  you  to  say  parcel  post  and  express  and 
small  packages  in  response  to  a  question  of  Mr.  Rett’s. 
A.  No,  I  think  there  is  a  little  confusion  about  that.  Air 
express  may  in  itself  be  small  packages,  but  when  they  give 
us  a  thousand  pounds,  it  is  a  thousand  pounds  and 

31209  I  don’t  care  if  it  is  made  up  of  a  thousand  small 
packages. 

Q.  So  your  interest  in  parcel  post  is  because  of  an  ex¬ 
pectation  of  getting  a  thousand  pound  shipment?  A.  300 
or  1,000  or  10,000,  we  don’t  know. 

Q.  But  your  main  interest  is  in  volume  shipments,  is 
that  right?  A.  Our  main  interest  is  in  getting  some 
freight  on  those  airplanes,  whether  it  be  mail,  parcel  post 
or  baggage  or  anything  else,  to  get  some  property  on  there 
to  carry. 

•  •  *  •  • 

Cross  Examination 
By  Mr.  Zapple: 

Q.  Are  Allentown,  Pennsylvania  and  MacArthur  Field 
and  Philadelphia,  Pennsylvania  the  only  three  points  served 
on  a  demand  basis  by  Flying  Tigers?  A.  They  were  the 
only  three  points.  Again,  this  demand  service  thing 

31210  can  be  confusing.  We  are  not  serving  those  three 
towns  that  you  mentioned  regularly.  We  might  be 

serving  Oklahoma  City  on  a  demand  basis  tomorrowT  if 
somebody  phoned  us  up  or  Dallas  or  even  Seattle. 

Q.  What  are  the  minimum  requirements  for  demand 
service,  as  Flying  Tigers  define  them?  A.  I  am  not  sure 
that  we  define  a  minimum  service  in  our  tariff  on  those 
towns  to  which  we  are  authorized  and  which  we  are  not 
serving  now.  I  think  we  have  just  suspended  daily  ser¬ 
vice  and  we  really  don’t  expect  any  business  out  of  there 
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because  we  are  not  soliciting  any.  We  are  not  digging  any 
out. 

Q.  Assuming  I  was  a  shipper  at  Allentown,  Pennsyl¬ 
vania,  and  I  had  five  hundred  pounds  of  freight  and  I 
called  an  agent  of  the  Flying  Tigers,  would  Flying  Tigers 
put  a  plane  in  there  and  take  my  500  pounds  of  freight? 
A.  Right  now? 

Q.  Yes,  assuming,  of  course,  that  the  freight  is  destined 
to  a  point  that  Flying  Tigers  are  authorized  to  serve. 
A.  I  couldn’t  tell  you  truthfully  whether  we  would  or  not. 

Q.  Assuming  I  had  a  thousand  pounds  from  Allentown  to 
a  point  authorized  to  be  served  by  Flying  Tigers?  A. 
We  have  done  that  so  I  presume  we  would  do  it  again. 

Q.  Is  that  the  same  condition  that  exists,  we  will  say, 
at  all  the  points  that  you  are  authorized  to  serve  other 
than  the  eight  points  listed  on  your  Exhibit  41?  A.  Yes, 
I  would  say  the  same  would  apply.  However,  I  want 
31211  to  be  very  frank  with  you.  If  somebody  from 
Seattle  called  up  and  had  a  thousand  pounds  to 
Chicago  and  my  nearest  plane  was  at  Los  Angeles,  1  doubt 
if  I  would  go  pick  it  up.  I  would  tell  them  to  call  Northwest. 
They  are  right  up  there. 

Q.  Wliat  has  been  the  public  response  to  the  demand 
service  as  offered  by  Flying  Tigers?  A.  Well,  as  we  said 
in  our  exhibit,  we  haven’t  felt  like  we  have  had  any  demand 
service  operation  in  this  effect  so  there  is  no  way  to  judge 
what  the  response  has  been,  as  far  as  we  can  see  it.  We 
haven’t  even  pretended  to  have  it.  We  didn’t  realize  we 
were  under  a  test  to  go  out  and  demonstrate  what  our  de¬ 
mand  service  was. 

Q.  Based  upon  your  past  experience,  what  wTould  you 
consider  a  minimum  requirement  for  an  economical  oper¬ 
ation  on  a  demand  basis,  from  a  demand  point  to  a  point 
served  by  Flying  Tigers? 

Mr.  Rett:  He  didn’t  say  he  had  any  experience,  Public 
Counsel. 
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The  Witness:  Shall  I  answer  it? 

Examiner  Cusick :  Yes,  go  ahead  and  answer  it. 

The  Witness:  I  think  on  just  a  place  that  you  are  serv¬ 
ing  sporadically  you  should  protect  yourself  with  probably 
a  thousand  pound  limitation. 

By  Mr.  Zapple: 

Q.  Assuming  that  public  financing  is  not  advisable  and 
the  Board  issues  a  certificate  to  the  Flying  Tigers  on  the 
basis  of  the  recommendation  made  by  the  Examiners,  have 
any  commitments  been  made  for  private  financing? 
31212  A.  No. 

Q.  Do  you  at  the  present  time  truck  any  freight 
from  a  point  you  are  authorized  to  serve  to  another  point 
where  your  plane  may  emplane  the  cargo?  A.  Yes,  a 
considerable  amount  of  that  is  done. 

Q.  'Would  you,  for  the  record,  indicate  where  it  is  donfe, 
at  what  points,  if  you  know?  A.  I  wouldn’t  like  to  give 
away  some  of  my  best  accounts.  Some  of  our  very  best 
ones  are  done  that  way,  I  will  assure  you. 

Mr.  Zapple :  That  is  all. 

Examiner  Cusick:  U.  S.  Airlines,  Mr.  Beitel? 

Cross  Examination 
By  Mr.  Beitel: 

Q.  Mr.  Prescott,  you  referred  to  merger  discussions 
with  U.  S.  Airlines.  When  did  those  conversations  take 
place?  A.  It  must  have  been  in  the  middle  of  1947  when 
the  banker’s  representative  that  was  supposedly  general 
manager  of  U.  S.  at  that  time — I  have  forgotten  his  name — 
was  there. 

Q.  About  the  middle  of  1947  ?  A.  I  think  it  was  around 
June  of  1947. 

Mr.  Beitel :  Thank  you. 

Examiner  Cusick:  Mr.  Lawler? 
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Further  Cross  Examination 
By  Mr.  Lawler: 

Q.  Mr.  Prescott,  did  you  take  over  any  of  the  contracts 
from  California-Eastern?  A.  I  don’t  think  they  had  any 
contracts. 

31213  Q.  Did  you  take  over  any  of  their  major  accounts 
on  cessation  of  operations?  A.  We  went  after 

them.  We  eventually  got  some  of  them,  yes. 

Q.  Did  you  get  the  major  part  of  the  apparel  business? 
A.  I  couldn’t  judge  that.  I  have  the  Fashionaire  account 
that  they  previously  had  and  that  is  a  pretty  big  account. 
Q.  Is  that  in  New  York  or  Chicago?  A.  New  York. 

Q.  Is  that  the  largest  single  distributor  of  apparel?  A. 
I  guess  they  would  be. 

Q.  What  proportion  of  the  total  business,  do  you  know- 
off-hand,  is  apparel?  A.  I  don’t.  It  is  in  the  exhibit,  I 
believe. 

Q.  Do  you  know  what  proportion  of  the  apparel  busi¬ 
ness  is  Fashionaire?  A.  No,  I  wouldn’t  know-. 

Q.  Would  Mr.  Benninger  be  able  to  supply  an  estimate? 

Mr.  Benninger:  I  gave  you  that  estimate  this  morning 
when  you  asked  me  about  consolidated  freight. 

Mr.  Lawler:  That  is  alL 

Examiner  Cusick:  Mr.  Zapple,  did  you  have  a  question? 
Mr.  Zapple:  Yes. 

Further  Cross  Examination 

By  Mr.  Zapple: 

Q.  On  this  demand  point  service  and  the  points  from 
which  you  truck  cargo,  why  do  you  truck  the  cargo 

31214  from  a  point  that  you  are  authorized  to  serve  to 
another  point?  A.  Well,  in  the  first  place,  we  are 

only  authorized  to  serve  that  point  and  there  is  only  one 
way  to  get  the  business  and  that  is  to  truck  it. 

Q.  No,  I  think  you  misunderstand  my  question.  My 
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question  is,  do  you  truck  cargo  from  a  point  that  you  are 
authorized  to  serve  to  another  point  where  it  is  emplaned 
and  then  taken  to  its  place  of  destination?  A.  I  don’t 
know  of  any  such  case.  Let  me  see  if  I  get  you  right  If 
we  are  authorized  to  serve  New  York,  do  we  truck  it  out 
of  New  York  to  some  other  place  to  pick  it  up? 

Q.  That  is  correct.  A.  No. 

Mr.  Zapple:  That  is  all. 

Examiner  Cusick:  Mr.  Prescott,  I  don’t  know  whether 
it  is  on  the  record  or  not,  but  I  am  just  curious  as  to  why 
Flying  Tigers  has  not  attempted  to  develop  any  business 
or  to  serve  such  points  as  Seattle,  Dallas,  Allentown  and 
other  points  that  you  are  authorized  to  serve  under  the 
exemption  ? 

The  Witness:  Well,  sir,  if  you  will  look  at  the  map,  Mr. 
Cusick,  you  will  get  a  fair  answer  out  of  that.  Seattle 
is  stuck  off  up  there  by  itself.  We  happened  to  get  it. 
This  authorization  just  fell  on  us  out  of  the  sky.  We  had 
no  choice  in  picking  the  towns  that  we  would  be  authorized 
to  serve.  Seattle  is  up  there  all  by  itself  and  you  have 
got  to  go  clear  from  Seattle  to  Chicago  before  you  have 
any  other  freight  or  any  other  authorized  point.  Then  in 
the  middle  you  have  Kansas  City,  Dallas  and  Oklahoma 
City  right  in  a  line.  If  you  are  running  an  opera- 
31215  tion  east  and  west,  you  have  got  to  pick  one  of 
those  places  to  stop  and  you  can’t  pick  all  three. 
We  picked  Kansas  City  because  it  was  the  most  feasible. 
We  immediately  applied  for  a  considerable  number  of 
additional  points  at  the  time  the  292.5  authorization  came 
out  with  the  idea  in  mind  to  try  to  develop  a  pattern  out  of 
the  operation,  but  we  were  denied  all  of  them  and  here 
we  are. 

Examiner  Cusick:  Then  your  reason  for  not  serving 
those  points  is  that  it  would  be  uneconomical? 

The  Witness :  Yes,  sir,  an  uneconomical  pattern  without 
something  in  addition. 
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Examiner  Cusick:  Mr.  Zapple. 

By  Mr.  Zapple: 

Q.  Would  that  also  apply  to  Portland,  Oregon,  Sacra¬ 
mento,  California,  San  Diego,  California,  and  Thermo, 
California!  A.  We  haven’t  had  those  points  until  just 
about  the  last  two  months,  I  believe.  We  moved  twice 
during  the  record  period  on  that  authorization  and  we 
had  no  warning  that  those  records  would  ever  be  required 
from  us  or  be  used  in  picking  up  those  authorized  points 
and  we  lost  a  lot  of  those  records.  We  have  been  combining 
those  things  since  like  a  rat  in  a  potato  mill  to  try  to  find 
out  what  points  we  could  serve.  At  the  present  time  we 
are  not  going  out  and  develop  anything  until  this  case  is 
settled. 

Examiner  Cusick:  Mr.  Rett. 

Further  Cross  Examination 
By  Mr.  Rett: 

Q.  In  answer  to  a  question  by  the  Examiner,  you  said 
Kansas  City,  Oklahoma  City  and  Dallas  were  all  lined  up 
in  a  row  and  you  had  to  pick  one  and  couldn’t  pick 
31216  all  three.  Just  what  did  you  mean  by  all  that!  A. 

We  are  primarily  an  east-west  carrier  and  you  have 
got  to  go  through  one  of  those  towns.  If  you  try  to  go 
around  to  Dallas  and  then  back  to  Oklahoma  City  and 
Kansas  City,  you  will  never  get  from  Los  Angeles  to 
to  New  York. 

Q.  And  it  increases  your  mileage  all  the  way  around! 
A.  That  is  right.  Of  course,  if  we  were  running  several 
more  schedules  a  day  than  we  are  running,  we  possibly 
could  spread  them  over,  but  we  haven’t  been  running  that 
many  schedules. 

Q.  Is  the  same  thing  true  of  Philadelphia!  A.  Phila¬ 
delphia  we  were  serving  fairly  well  when  this  rate  war 
thing  hit  and  we  got  in  a  spot  where  the  more  business  we 
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did,  the  more  money  we  lost.  We  couldn’t  get  relief  from 
that  thing  for  a  considerable  amount  of  time  so  we  finally 
just  were  forced  to  retrench  to  those  places  where  we 
might  lose  as  little  as  we  could  until  the  thing  was  settled. 

A  floor  was  put  in  July  1st,  but  we  were  very  close  to 
what  we  thought  at  that  time  was  a  decision  in  this  case 
and  we  just  didn’t  go  back  in  and  activate  it.  We  thought 
we  would  hold  on  to  our  money  and  make  our  plans  right 
this  time.  The  case  here  has  reopened.  We  don’t  know 
when  it  is  going  to  get  settled,  but  we  are  not  going  to 
develop  anything  new  that  we  might  have  to  hand  over 
to  somebody  else  if  we  lose  this  case. 

Q.  You  have  no  plans  of  going  back  to  Philadelphia? 
A.  Yes,  the  minute  we  know  that  we  can  stay  in 

31217  business  we  want  to  go  right  back  into  Philadelphia. 

•  «  •  •  • 

31218 

E.  H.  Pickering 

•  #  •  •  • 

Direct  Examination 
By  Mr.  Seal: 

Q.  Your  name  is  Elwood  H.  Pickering?  A.  That  is 
right. 

Q.  In  what  capacity  are  you  employed  by  Airnews?  A. 
I  am  not  employed  by  Airnews.  I  am  retained  as  an  ad¬ 
visor  and  consultant. 

Q.  Do  you  sponsor  the  exhibits?  A.  That  is  right.  All 
of  them. 

Q.  Are  there  any  corrections  to  be  made?  A.  Yes, 
there  is  one  correction. 

Q.  Would  you  indicate,  please,  what  correction  that  is? 
A.  On  the  bottom  of  page  two,  in  the*  last  paragraph, 
in  the  sentence,  “This  record  was  set  despite  the  need  to 
decide  on  cancellations  two  hours  before  scheduled  depart¬ 
ure”  that  should  read  four  hours  before. 
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Q.  With  that  correction,  the  exhibit  is  correct  to  the 
best  of  your  knowledge  and  belief?  A.  It  is. 

•  *  •  •  • 

31219  Cross  Examination 
By  Mr.  Gribbon: 

Q.  None  of  your  operations  are  conducted  under  292.5, 
is  that  correct?  A.  That  is  unfortunately  correct. 

Q.  And  this  statement  of  operations  which  is  set  forth 
in  your  exhibits  for  the  period  August,  1946,  through 
the  third  quarter  of  1948,  consisted  entirely  of  the  move¬ 
ment  of  newspapers,  is  that  correct?  A.  There  were  just 
two  or  three  exceptions  to  that  when  contract  loads  were 
brought  in  the  opposite  direction. 

Q.  Brought  from  the  south  to  the  north?  A.  That  is 
right,  from  Corpus  Christi  and  the  valley  into  San  An¬ 
tonio. 

Q.  What  percentage  of  this  whole  movement  is  a  south¬ 
bound  movement?  A.  In  excess  of  99  per  cent. 

Q.  What  proportion  of  that  is  newspapers?  A.  All  of 
it. 

Q.  Are  all  of  these  newspapers  owned  by  the  parent 
company  of  the  applicant?  A.  They  are  at  the  present 
time. 

Q.  You  handle  newspapers  for  no  other  person  other 
than  your  parent  company.  A.  Not  at  the  present  time. 

Q.  What  rates  have  you  charged  the  parent  company  for 
the  movement  of  the  newspapers?  A.  It  approximates 
about  70  cents  per  ton-mile.  It  isn’t  based  on  a  ton-mile 
rate.  The  structure  is  somewhat  complicated.  It 

31220  depends  on  the  type  of  equipment  that  is  used, 
whether  it  is  day  or  night  operation. 

Q.  But  the  return  over  this  period  August  1946  through 
the  third  quarter  of  1948  has  averaged  70  cents  a  ton- 
mile?  A.  The  average  has  been  approximately  that. 

Q.  Is  the  rate  of  compensation  the  same  today  as  it 
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was  in  August,  1946?  A.  The  basis  is  the  same.  As  I 
say,  it  is  based  upon  the  number  of  trips,  whether  they 
are  day  or  night  trips,  and  what  type  of  equipment  is 
used  for  that  particular  trip. 

Q.  Has  the  net  effect  been  to  increase  the  rate  that  the 
parent  pays  to  the  subsidiary?  A.  It  has  decreased  the 
rate. 

Q.  It  has  decreased  the  rate?  A.  Yes.  I  would  say 
at  the  start  it  was  well  in  excess  of  a  dollar  a  ton-mile. 

Q.  This  is  a  substitute  for  your  former  method  of  dis¬ 
tributing  newspapers  by  motor  truck,  isn’t  it?  A.  No,  it 
is  not.  Formerly  there  was  no  satisfactory  method  of 
distributing  the  paper.  A  few  papers  were  sent  pre-dated. 
That  is,  the  edition  of  the  day  before  was  sent  by  bus  or 
by  motor  freight.  The  circulation  has  increased  several 
thousand  per  cent  so  that  there  really  is  nothing  compar¬ 
able.  It  is  an  entirely  new  type  of  service. 

Q.  And  should  you  be  certificated  as  you  have  requested, 
your  principal  commodity  would  remain  newspapers  for 
your  parent  company?  A.  Well,  I  can’t  say  that. 
31221  Q.  In  a  southbound  direction?  A.  The  chances 
are.  However,  if  we  were  successful  in  develop¬ 
ing  freight  traffic,  we  would  not  stop  when  we  came  to 
the  capacity  of  an  airplane.  We  would  hope  to  go  on  and 
be  able  to  put  on  planes  to  handle  nothing  but  other  cargo, 
still  concentrating  as  much  as  possible  on  getting  all  the 
papers  delivered  that  we  can. 

Q.  But  the  backbone  of  your  business  in  a  southbound 
direction,  you  expect  to  be  newspapers  owned  by  the  par¬ 
ent  company?  A.  At  least  for  the  next  year  or  so. 

Q.  They  will  have  priority,  will  they,  in  the  south¬ 
bound  movement?  A.  There  is  no  question  of  priority 
entering  into  it. 

Q.  Should  a  question  enter  into  it?  A.  I  can’t  con¬ 
ceive  right  now  where  that  situation  could  arise.  In  other 
words,  if  we  had,  for  example,  all  but  about  200  pounds 
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of  the  total  capacity  of  a  DC-3,  that  much  of  a  load  of 
papers,  and  there  was  600  pounds  or  300  pounds  of  com¬ 
mon  carrier  freight  in  excess  of  the  capacity  of  that  air¬ 
plane,  we  would  probably  put  a  Norduyn  on  and  carry  it 
with  that.  In  other  words,  there  can  be  no  question  of 
priority. 

Q.  And  does  the  parent  expect  to  continue  to  pay  70 
cents  a  ton-mile  for  the  movement  of  newspapers!  A. 
I  imagine  if  the  profits  of  the  Airnews  were  to  get  a 
little  excessive,  it  might  be  adjusted. 

Q.  Is  the  parent  prepared  to  finance  the  operation  of 
Airnews  from  its  resources!  A.  You  mean  in  the  line 
of  buying  additional  equipment  and  such  as  that? 
31222  Q.  Yes,  as  necessary.  A.  Yes,  definitely.  They 
just  have  to  the  extent  of  buying  around  a  seventy 
or  seventy-five  thousand  dollar  hangar. 

Q.  That  purchase  has  been  made  through  the  parent 
company,  the  newspaper  company!  A.  Through  ad¬ 
vances  from  the  parent  company,  yes. 

•  #  •  *  • 

Cross  Examination 
By  Mr.  Peyser: 

Q.  Mr.  Pickering,  when  you  said  profits  would  be  ad¬ 
justed  in  case  Airnews  makes  too  much  money,  you  recog¬ 
nize  that  it  is  really  two  pockets  belonging  to  the  same 
organization,  is  that  right?  A.  It  is  the  same  group  of 
stockholders  in  either  case. 

Q.  Isn’t  it  owned  a  hundred  per  cent  by  the  publishing 
company?  A.  100  per  cent,  that  is  what  I  said. 

Q.  Mr.  Pickering,  what  do  you  mean  by  consultant  and 
advisor?  A.  Just  that. 

Q.  Are  you  an  attorney?  A.  No,  I  am  not.  I  have 
helped  them  in  the  location  and  purchase  of  every  air¬ 
plane  they  have  and  the  location  of  personnel  and  pre¬ 
liminary  studies  of  the  cost  that  they  would  encounter  in 
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going  into  a  service  of  this  type.  It  has  covered  just 
about  everything. 

31223  Q.  You  also  stated  you  were  not  regularly  em¬ 
ployed  by  the  company,  is  that  right!  A.  No,  I 

am  not  on  their  payroll. 

Q:.  Do  you  hold  yourself  out  as  a  consultant  and  advisor 
in  such  matters!  A.  Yes,  sir. 

Q.  You  do  it  for  other  people  as  well!  A.  I  have. 

Q.  You  do  not  do  it  for  any  other  at  this  time!  A.  Not 
at  this  time. 

Q.  Mr.  Pickering,  did  you  prepare  all  of  this  exhibit, 
including  the  little  drawings  on  the  sides!  A.  I  may  say 
that  was  under  my  direction. 

Q.  What  was  the  purpose  of  this  little  art  work! 

Examiner  Cusick:  What  difference  does  it  make! 

Mr.  Peyser:  He  is  offering  this  data.  I  just  want  to 
find  out  what  his  idea  is. 

Examiner  Cusick:  I  think  the  answer  is  obvious.  It 
is  illustrative. 

The  Witness:  Thank  you. 

Mr.  Peyser:  On  the  basis  of  the  Examiner’s  statement, 
1  move  that  the  illustrations  be  stricken  from  the  exhibit  as 
not  being  responsive  to  the  Board’s  order  and  also  the 
testimony  of  the  statements  and  exhibits  dealing  with  con¬ 
venience  and  necessity  as  being  beyond  the  Board’s  order. 
I  wish  to  note  my  objection  if  the  Examiner  does  not 
strike  it. 

Examiner  Cusick :  WTiat  particular  points  can  you  point 
out  or  will  you  point  out,  Mr.  Peyser,  with  respect  to 
the  C.  and  N.  statements! 

31224  Mr.  Peyser:  Read  the  last  paragraph  on  the 
top  of  page  three. 

Mr.  Bishop:  Mr.  Examiner,  wouldn’t  that  go  to  willing¬ 
ness! 

Mr.  Peyser:  I  think  the  Board’s  order  says  fitness  and 
ability.  I  don’t  think  it  says  anything  about  willingness. 
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Examiner  Cusick:  Is  that  the  only  paragraph  that  you 
take  objection  to,  Mr.  Peyser? 

Mr.  Peyser:  Mr.  Examiner,  the  whole  exhibit  and  in 
fact  all  the  briefs  that  have  been  filed  by  this  applicant  in 
this  proceeding  have  not  been  in  accordance  with  the 
Board’s  rules.  They  have  been  for  the  purpose  of  making 
light  fun  of  the  facts  in  the  case.  It  has  been  a  newspaper 
propaganda  offering  and  not  facts.  I  understand  the 
Board’s  order  was  to  submit  additional  data  and  facts. 
That  is  my  objection  to  this  exhibit  and  the  various  things 
contained  in  it. 

Examiner  Cusick:  The  objection  will  be  overruled. 

Mr.  Peyser:  On  behalf  of  Braniff,  we  do  not  expect  to 
cross  examine  these  various  statements  that  have  been  made 
in  this  exhibit  which  we  think  are  entirely  irrelevant  and 
improper  and  if  the  Board  should  take  cognizance  of  them, 
we  will  expect  to  move  for  a  further  hearing  in  order  to 
combat  the  statements  that  are  made. 

Examiner  Cusick:  There  is  a  witness  offered  for  cross 
examination  at  this  time,  Mr.  Peyser.  You  may  cross  ex¬ 
amine  and  that  is  your  privilege.  If  you  desire  to  waive 
that  cross  examination  based  on  something  that  may  or 
may  not  occur  in  the  future,  that  is  your  privilege. 
31225  Mr.  Peyser:  As  I  understand,  the  Board’s  order 
still  stands  that  it  is  limited  to  the  purposes  stated 
in  that  order? 

Examiner  Cusick:  The  Board’s  order  will  speak  for 
itself. 

By  Mr.  Peyser: 

Q.  Mr.  Pickering,  have  you  as  a  consultant  had  any 
contact  with  the  Railroad  Commission  of  Texas  or  the 
Interstate  Commerce  Commission  since  the  first  hearing 
as  to  what  authority  would  be  required  by  Airnews  to 
handle  freight?  A.  I  haven’t  seen  the  necessity  for  it. 

Q.  Then  your  answer  is  that  you  have  not?  A.  No. 
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Q.  As  I  understand  it,  Airnews  has  now  withdrawn  or 
renounced  its  application  to  handle  air  mail?  A.  That 
has,  I  think,  been  made  very  clear,  yes. 

Q.  Is  that  a  permanent  and  irrevocable  renunciation  on 
the  part  of  Airnews? 

Mr.  Seal:  Do  you  mean  at  this  time,  Mr.  Peyser,  or 
sometime  something  will  happen  in  the  future  that  Air¬ 
news  might  want  to  change  its  mind? 

Mr.  Peyser :  I  am  just  asking  the  witness  the  question. 

Mr.  Seal:  I  object  to  the  question. 

Examiner  Cusick:  This  witness  is  not  a  policy  witness, 
is  he? 

Mr.  Seal:  No,  he  is  not. 

Mr.  Peyser:  He  is  the  consultant.  He  is  the  advisor 
and  runs  the  works. 

Examiner  Cusick:  If  the  witness  knows,  he  may  an¬ 
swer.  If  he  doesn’t  know,  he  may  say  so. 

31226  The  Witness:  At  the  present  time  there  is  no  in¬ 
tention  to  apply  for  mail,  as  far  as  we  can  see. 
We  still  feel  that  there  is  a  need  for  mail  service  down 
there.  If  the  Post  Office  Department  or  the  CAB  should 
offer  it,  we  would  probably  be  interested,  but  we  do  not 
want  to  carry  the  mail.  We  are  not  seeking  the  mail. 

By  Mr.  Peyser: 

Q.  Is  it  your  intention  at  this  time  that  if  you  obtain 
a  certificate  you  will  not  then  seek  to  carry  mail? 

Mr.  Seal :  I  suggest  the  answer  Mr.  Pickering  has  given 
is  complete. 

The  Witness:  At  this  time,  that  is  exactly  the  way  it 
stands.  We  mean  it  when  we  say  we  do  not  want  to  carry 
the  mail. 

By  Mr.  Peyser: 

Q.  If  the  Board  should  grant  you  authority  to  handle 
freight  and  make  it  a  condition  of  that  authority  or  order 
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that  the  applicant  shall  never  apply  for  authority  to  handle 
mail,  conceiving  that  the  Board  can  make  such  an  order, 
would  that  he  acceptable  to  you?  A.  It  would.  In  fact, 
that  is  what  we  are  asking  for. 

•  *  •  •  • 

Cross  Examination 
By  Mr.  Bishop: 

Q.  The  first  quarter  revenue,  194S,  shows  a  drop. 
31227  Have  you  an  explanation  for  that?  A.  Yes. 

Q.  I  see  a  figure  there  of  some  $24,000,  which  is 
less  than  the  fourth  quarter,  which  was  approximately 
31,000,  and  it  seems  to  have  been  recovered.  I  am  inter¬ 
ested  as  to  whether  that  discloses  a  pattern  of  any  kind 
or  a  particular  contingency  which  might  recur.  A.  Yes, 
I  think  you  wdll  find  the  answer  down  in  the  third  from 
the  bottom  item  in  that  column.  During  the  first  quarter  of 
1948  there  was  a  very  unusual  weather  condition  in  Texas 
that  provided  freezing  rains  at  altitude  for  quite  some 
time  and  the  result  was  that  for  that  quarter  there  was  a 
70  per  cent  schedule  completion  factor.  Airnews  got  paid 
for  what  it  performed.  Its  performance  dropped  and  its 
income  dropped. 

Q.  That  doesn’t  appear  to  be  an  annual  regular  occur¬ 
rence?  A.  No,  I  say  that  that  was  very  unusual  weather. 

Mr.  Bishop:  Thank  you.  That  is  all. 

Mr.  Zapple:  Mr.  Examiner,  I  would  like  the  record  to 
show  that  Public  Counsel  suggests  to  counsel  of  Braniff 
that  if  he  thinks  anything  is  immaterial  and  irrelevant  in 
exhibits  presented  by  Airnews,  he  should  so  inform  the 
Examiner  and  cross  examine  the  witness  thereon  at  this 
particular  point  rather  than  have  the  general  objection 
remain  on  the  record. 

Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record.) 
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Examiner  Cusick:  On  the  record. 

It  is  my  understanding  that  the  last  paragraph  on  page 
three  of  the  exhibit  was  specifically  objected  to  by 

31228  counsel  for  Braniff,  together  with  certain  illustra¬ 
tions  contained  in  the  exhibit.  On  the  basis  of  those 

statements,  the  objection  was  overruled. 

Mr.  Peyser:  I  wish  to  state  that  my  objection  is  broader 
than  that  because  the  entire  information  included  in  the 
exhibit  is  stated  not  in  the  attitude  of  reflecting  facts,  but 
merely  a  statement  in  favor  of  why  this  applicant  should 
receive  a  certificate. 

Examiner  Cusick:  Your  objection  goes  to  the  entire 
exhibit? 

Mr.  Peyser:  It  will  go  to  the  entire  exhibit  except  the 
statements  as  to  the  paragraph  on  page  two  as  to  the 
change  in  management  of  Airnews — I  think  that  is  proper 
— to  the  financial  statements  on  pages  four,  five  and  six, 
and  the  data  as  to  ton-miles  carried. 

Examiner  Cusick:  Do  you  have  anything  to  say  with 
reference  to  that  objection,  Mr.  Seal? 

1  Mr.  Seal :  I  think  the  objection  is  not  well  founded,  Mr. 
Examiner,  and  I  think  that  at  most  it  would  be  surplusage 
and  it  doesn’t  make  any  difference  whether  it  is  or  is  not 
in  there.  If  he  wants  us  to  take  the  drawings  off  so  the 
Board  can’t  see  them,  we  will  try  to  take  them  off  for  him. 

Examiner  Cusick:  Then  in  other  words  you  will  not 
offer  the  drawings  for  the  record? 

:  Mr.  Seal:  We  will  hope  that  the  Board  won’t  see  them. 
'  Examiner  Cusick:  If  objection  in  other  respects  is 
overruled.  Does  that  complete  the  presentation  of  Air- 
news? 

Mr.  Seal:  Yes,  sir. 

Examiner  Cusick:  Do  you  care  to  offer  your  ex- 

31229  hibits  in  evidence? 

Mr.  Seal :  I  do. 

1  Examiner  Cusick:  Do  you  have  the  same  objection,  Mr. 
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Peyser,  to  the  receipt  of  the  exhibits  in  evidence? 
evidence? 

Mr.  Peyser:  The  same  objection. 

Examiner  Cusick :  The  same  ruling,  except  the  drawings 
will  not  be  considered  as  in  evidence.  In  other  respects,  the 
exhibits  will  be  received. 

•  •  •  •  • 

31261 

•  •  •  •  • 

Walter  Sternberg 

Direct  Examination 
By  Mr.  Gribbon: 

Q.  Will  you  give  your  name  to  the  reporter,  Mr.  Stern¬ 
berg?  A.  Walter  Sternberg. 

Q.  What  is  your  position  with  American  Airlines?  A. 
I  am  Assistant  Vice  President  of  Sales. 

Q.  How  long  have  you  held  that  position?  A.  Approxi¬ 
mately  three  months. 

Q.  What  position  did  you  hold  prior  to  that  time?  A. 
For  the  previous  year  I  was  general  sales  and  traffic  mana¬ 
ger  of  American  Airlines. 

Q.  Where  were  you  employed  prior  to  that  time?  A. 
Prior  to  that  position  I  was  director  of  passenger  sales  for 
six  months  and  I  was  director  of  international  traffic  rela¬ 
tions  of  American  Overseas  Airlines  for  approximately  six 
months.  Prior  to  the  position  with  American  Overseas  Air¬ 
lines,  I  was  general  traffic  manager  of  Eastern  Airlines. 

Q.  For  how  long  were  you  employed  by  Eastern  Air¬ 
lines?  A.  Approximately  17  years. 

Q.  What  was  your  experience  in  transportation  prior  to 
your  employment  with  Eastern  Airlines  ?  A.  I  had 

31262  about  three  years  experience  with  the  Mack  Interna¬ 
tional  Motor  Truck  Company  and  the  Auto  Car 

Truck  Company  and  for  approximately  one  year  I  owned 
and  operated  my  own  automobile  and  truck  agency. 
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Mr.  Gribbon:  Mr.  Examiner,  at  this  time  I  would  like  to 
mark  for  identification  American  Airlines  Exhibits  Vol¬ 
ume  1,  containing  parts  A  through  I;  Volume  2,  containing 
parts  A  through  E;  and  Volume  3,  containing  parts  A 
through  K  and  supplemental.  All  of  these  exhibits  have 
been  previously  distributed  to  all  parties  and  to  the 
Examiners. 

Examiner  Cusick:  The  exhibits  referred  to  will  be 
marked  for  identification. 

(The  documents  referred  to  were  marked  American 
Airlines  Exhibits  Vol.  1,  parts  A  thru  I;  Vol.  2,  parts 
A  thru  E ;  and  VoL  3,  parts  A  thru  K  and  supplement 
L,  for  identification.) 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  will  you  refer  to  part  D  of  Volume  3 
of  American’s  exhibits  which  shows  domestic  air  freight 
traffic  and  revenue  analysis  by  commodity  for  the  month  of 
September,  1948?  A.  Yes,  sir. 

Q.  In  your  experience,  is  this  a  representative  list  of  the 
commodities  carried  in  air  freight  by  American  Airlines? 
A.  It  is. 

Q.  What  would  you  say  is  the  common  economic  justifi¬ 
cation  for  the  movement  of  all  of  these  commodities?  A. 
The  greatest  factor  which  caused  these  commodities  to 
move  was  the  fact  that  in  one  way  or  another  the  trans¬ 
portation  of  these  commodities  by  air  reduced  dis- 
31263  tribution  cost  to  either  the  consignor  or  the  con¬ 
signee  or  in  addition  to  the  reduction  of  distribu¬ 
tion  costs  eliminated  certain  hidden  costs  in  the  conduct  of 
their  businesses. 

Q.  In  the  development  of  the  movement  of  these  com¬ 
modities,  is  your  sales  effort  directed  exclusively  or  pri¬ 
marily  at  the  traffic  manager  of  the  consignor  or  consignee? 
A.  Well,  obviously  the  traffic  manager,  when  either  the  con¬ 
signor  or  consignee  is  the  initial  contact.  However,  we  have 
found  that  in  the  development  of  the  freight  business  there 
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are  many  times  when  the  traffic  manager  is  not  in  a  position 
within  his  own  organization  to  consider  the  elimination  of 
hidden  costs  or  the  other  benefits  to  be  derived  from  the  use 
of  air  freight  and  it  has  been  necessary  for  us  to  collaborate 
with  the  traffic  manager  in  discussing  those  benefits  with 
such  people  as  the  comptrollers,  or  in  many  cases,  the  pres¬ 
ident  of  the  firm,  the  sales  managers,  and  others. 

Q.  Mr.  Sternberg,  looking  at  part  D  of  Volume  3,  would 
you  take  the  commodity  numbered  seven  which  is  wearing 
apparel  in  general,  and  indicate  the  saving  that  air  freight 
makes  possible  in  the  reduction  of  distribution  costs?  A. 
Well,  I  think  in  respect  to  wearing  apparel  we  have  one  of 
the  more  dramatic — 

Mr.  Miller:  Mr.  Examiner,  I  have  no  objection  to  this 
other  than  the  fact  that  it  seems  to  me  to  go  beyond  the 
scope  of  the  Board’s  order.  I  think  the  Board’s  order  asks 
for  the  results  during  these  periods.  We  quite  agree  that 
there  are  lots  of  savings  and  that  air  freight  is  a  good 
thing.  I  don’t  know  how  far  he  proposes  to  go  with  this,  but 
before  we  get  too  far  I  would  like  to  register  an 
31264  objection  to  this  sort  of  material  as  going  beyond 
the  scope  of  the  Board’s  order. 

Examiner  Cusick:  How  far  do  you  intend  to  go,  Mr. 
Gribbon  ? 

Mr.  Gribbon :  Mr.  Examiner,  we  are  quite  concious  of  the 
limited  scope  of  the  Board’s  order  and  in  preparing  our 
exhibits  and  testimony  for  this  proceeding  we  have  gone 
down  the  line  in  an  effort  to  give  the  Board  intelligent  data 
with  respect  to  all  of  the  items  they  have  asked  for,  one  of 
them  being  commodity  classifications. 

In  other  words,  we  feel  that  the  Board’s  order  requires 
something  more  than  the  submission  of  mere  data  and  this 
is  an  effort  to  give  that.  We  don’t  intend  to  take  each  of 
these  commodities  but  to  take  a  few  illustrations  of  the 
commodities  to  indicate  why  that  particular  commodity 
classification  moves  in  air  freight. 
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Mr.  Zapple:  Wasn’t  this  testimony  produced  in  the  orig¬ 
inal  proceeding? 

Mr.  Gribbon :  It  was  not. 

Mr.  Miller :  It  was  not  produced  by  American,  but  it  was 
produced  by  other  parties  and  it  seems  to  me,  Mr.  Ex¬ 
aminer,  it  goes  beyond  the  scope  of  the  Board’s  order.  I 
have  no  objection  to  it  other  than  that.  I  think  it  supports  • 
the  whole  air  freight  business  to  show  the  advantages  of 
air  freight  for  any  commodity,  but  I  don’t  think  we  ought  to 
set  a  precedent  here  by  enlarging  this  record  with  this  sort 
of  material. 

Examiner  Cusick:  No,  we  wouldn’t  be  enlarging  it.  The 
Board  would  just  disregard  it  if  it  went  beyond  the  scope 
of  the  order.  We,  of  necessity,  should  keep  the  rec- 
31265  ord  down  if  it  would  be  of  no  help  or  use  to  the 
Board  in  reaching  a  decision  in  the  case.  What  we 
do  here  will  not  enlarge  the  scope  of  the  Board’s  order.  The 
order  speaks  for  itself.  I  do  think  this  could  be  limited.  I 
don’t  mind  if  you  want,  for  illustrative  purposes,  to  set  out 
two  or  three  items.  I  think  that  would  probably  be  not  ob¬ 
jectionable  to  any  of  the  parties,  but  if  it  went  beyond  that, 
I  think  an  objection  should  be  entertained  to  it. 

However,  we  will  see  how  it  goes. 

Mr.  Gribbon:  Our  position,  Mr.  Examiner,  is  that  this 
whole  part  D  and  the  entire  study  of  the  commodity  classifi¬ 
cations  is  made  much  more  intelligible  for  the  Board  and  all 
parties  by  a  certain  amount  of  this  explanation  of  the  rea¬ 
sons  for  the  commodity  classification  movements. 

Mr.  Bishop :  Mr.  Examiner,  judging  by  the  testimony  so 
far  it  hasn’t  been  to  illustrate  or  make  more  intelligible,  but 
to  argue  the  advisability  of  the  commodity  classifications. 
If  the  future  examples  will  be  like  the  past  examples,  we 
will  object. 

Mr.  Gribbon:  What  example  are  you  referring  to,  Mr. 
Bishop? 

Mr.  Bishop:  The  advisability  of  the  shipping  by  air 
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freight  and  the  testimony  as  to  why  certain  commodities 
are  shipped.  That  is  not  in  issue.  The  order  only  says  with 
reference  to  the  carrier  intervenors  that  data  are  to  be 
presented.  I  see  nothing  in  the  line  of  data  in  what  has  been 
given  in  such  remarks  as  the  reason  why  your  dealings  with 
these  freight  people  have  opened  up  new  vistas  of  the  air 
freight  traffic  to  them.  It  hasn’t  enlightened  the 
31266  data  any.  It  just,  as  Mr.  Miller  says,  provides  ex¬ 
cellent  argument. 

Examiner  Cusick:  Mr.  Gribbon. 

Mr.  Gribbon :  I  am  prepared  to  continue. 

Examiner  Cusick:  Mr.  Rett. 

Mr.  Rett:  I  agree  with  Mr.  Gribbon  that  some  explana¬ 
tion  of  these  figures  certainly  will  be  helpful. 

Examiner  Cusick:  Keep  the  explanation  very  limited 
and  we  will  see  where  we  go  from  here. 

Mr.  Gribbon :  May  the  witness  continue  f 

Examiner  Cusick :  He  may  continue,  but  limit  it  insofar 
as  possible. 

The  Witness :  I  think  I  do.  There  are  a  great  many  rea¬ 
sons  for  wearing  apparel  moving  by  air  and  a  great  many 
savings  and  advantages.  In  order  to  keep  this  comment  as 
brief  as  possible,  I  would  like  to  take  one  example  of  per¬ 
haps  a  haberdasher  in  Washington  who  might  sell  five  or 
six  hundred  different  items  of  wearing  apparel  and  just 
pick  one,  we  will  say,  a  sport  coat.  Every  retailer  has  a 
minimum  inventory  control  card  in  one  form  or  another. 
Usually  it  is  a  small  card  which  shows  the  minimum  inven¬ 
tory  on  which  he  can  operate  and  have  available  merchan¬ 
dise  for  his  clients.  That  minimum  inventory  is  determined 
by  the  number  of  items  he  will  sell  per  day  multiplied  by 
the  number  of  days  it  will  require  him  to  replenish  his 
stock.  We  will  say  that  this  dealer  sells  ten  sport  coats  a 
day  and  that  in  terms  of  surface  transportation  he  is  ten 
days  away  from  his  supplier.  Without  changing  the  availa¬ 
bility  of  merchandise  a  bit  we  can  bring  his  sport  coats 
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from  the  supplier  in  two  days  and  allowing  an  extra 

31267  day  for  possible  flight  interruptions,  we  will  say, 
sell  him  on  the  basis  of  three  days  availability  of 

merchandise  and  instead  of  his  minimum  inventory  being 
one  hundred  sport  coats,  it  is  reduced  to  ten  coats  per  day 
times  three  days,  or  thirty.  That  is  a  reduction  of  approxi¬ 
mately  two-thirds  on  that  item. 

We  have  found  by  our  study  and  analysis  that  approxi¬ 
mately  nine  per  cent  of  the  total  cost  of  doing  business  is 
covered  by  the  warehousing  of  merchandise,  the  personnel 
required  for  the  maintenance  of  the  warehouse  and  the 
stock,  the  insurance,  the  interest  on  the  inventory  and  other 
factors  which  are  directly  controlled  by  the  amount  of  capi¬ 
tal  investment  in  inventory. 

Therefore,  when  we  reduced  his  required  inventory  by 
two-thirds,  we  have  given  him  a  net  saving  of  three  per  cent 
on  his  gross  cost  of  doing  business.  Obviously  on  that  basis 
we  can  go  in  and  do  a  sales  engineering  job  with  anybody 
concerned  with  this  commodity  and  we  can  sell  air  freight 
on  the  basis  of  sales  advantages  and  economic  advantages. 

By  Mr.  Gribbon  : 

Q.  Would  you  refer,  Mr.  Sternberg,  again  to  part  D,  the 
commodity  numbered  39,  which  is  machines  or  machine 
parts!  What  commodities  would  be  included  within  that 
category?  A.  Machines  and  machine  parts  would  include 
gears,  bearings,  pistons,  any  type  of  machine  or  any  parts 
of  machines. 

Q.  What  would  be  an  illustrative  saving  in  the  cost  of 
distribution  that  would  influence  the  movement  of  machines 
by  air  freight? 

31268  Mr.  Miller:  Mr.  Examiner,  this  witness  doesn’t 
have  to  sell  us  on  air  freight.  We  are  sold  on  it. 

Examiner  Cusick:  Is  there  objection? 

Mr.  Miller:  I  object  to  any  further  encumbrance  of  the 
record  with  this  sort  of  material. 
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Examiner  Cusick :  Sustained. 

Mr.  Gribbon:  Mr.  Examiner,  may  I  state  our  position? 

Examiner  Cusick:  You  may  state  your  position  for  the 
record. 

Mr.  Gribbon :  This  material  is  quite  within  the  scope  of 
the  Board’s  order  which  calls  for  the  presentation  by  the 
intervenors  of  data  with  respect  to  commodity  classifica¬ 
tions  that  have  moved  in  air  freight  in  representative 
months.  We  believe  that  the  Board’s  order  is  not  to  be 
limited  simply  to  the  bare  presentation  of  some  figures.  We 
believe  that  an  intelligent  understanding  of  those  figures 
requires  some  explanation  of  why  these  particular  com¬ 
modities,  rather  than  other  commodities,  should  move,  of 
what  is  included  in  these  commodity  groups.  Unless  such 
an  explanation  is  presented,  we  feel  that  the  Board’s  order 
will  not  have  brought  about  what  its  purpose  was  of  finding 
out  what  is  moving  by  air  freight. 

Examiner  Cusick:  You  may  explain  that  commodities  are 
included  in  these  groups.  For  instance,  your  first  ques¬ 
tion  as  to  what  is  included  in  machines  or  machine  parts 
in  number  39  of  the  commodity  code  is  all  right,  but  as  to 
why  they  were  sold  or  how  they  are  sold  or  what  bene¬ 
fit  it  is  to  the  shipper,  I  don’t  think  it  is  pertinent  and 
I  think  it  goes  clearly  beyond  the  scope  of  the  Board’s 
order. 

31269  Now,  as  to  what  these  classifications  include, 
you  are  perfectly  at  liberty  to  have  your  witness 
testify  with  respect  to  that,  but  as  to  how  they  are  sold 
or  why  they  are  sold,  I  think  it  goes  to  the  C.  and  N. 

Mr.  Gribbon:  Mr.  Examiner,  we  feel  that  the  stating 
of  the  things  these  commodity  classifications  include 
doesn’t  serve  the  Board’s  purpose. 

Examiner  Cusick:  There  was  a  hearing  on  all  these 
matters  in  the  original  phase  of  it.  All  the  parties  had 
equal  opportunity  to  present  data  with  respect  to  why 
these  commodities  would  move  or  why  they  would  not 
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move.  The  Board,  as  I  understand  it  from  its  order,  and 
I  still  say  the  order  speaks  for  itself,  merely  requested 
supplementation  of  this  record  by  the  bringing  of  cer¬ 
tain  data  so  as  to  bring  the  record  up  to  date  and  to 
acquaint  the  Board  with  what  the  parties  have  moved 
since  the  close  of  the  record  in  this  case  in  various  com¬ 
modity  classifications  or  ton-miles  carried,  rates  made 
available  to  the  public.  If  we  go  on  to  the  beginning  of  the 
thing  again  as  to  why  it  would  move  or  the  public  need  for 
it,  then  we  are  just  having  a  rehearing  on  the  original 
issues,  which  I  don’t  think  the  Board  intended  by  its  order. 

Mr.  Lawler:  Mr.  Examiner,  I  would  like  to  join  in 
saying  that  I  certainly  think  a  limited  amount  of  expla¬ 
nation  is  in  order.  At  the  original  hearing  the  estimates 
were  purely  estimates  and  prophecies  of  what  would 
move.  We  have  now  had  a  year  and  a  half  experience  and 
American  is  submitting  here  the  results  of  those  experi¬ 
ences.  The  Board  is  interested  not  in  profits,  but  in  what 
actually  moved  and  I  think  some  explanation  is 
31270  looked  for  to  explain  why  it  has  moved,  the  items 
that  actually  have.  I  think  the  picking  of  certain 
illustrative  items  and  explaining  of  them  is  very  helpful. 

Mr.  Bishop:  Mr.  Examiner,  without  allowing  this  to 
bog  down  in  generalities,  I  just  want  to  state  that  Public 
Counsel  would  read  the  order  not  to  say  as  just  was 
quoted  “data  with  respect  to”  but  the  order  said  “the 
following  data”  and  a  limited  amount  of  data.  If  that  is 
to  be  amplified  in  questionable  cases  by  a  list  of  all  of 
the  machine  parts  and  so  forth,  that  may  be  or  may  not 
be  helpful,  but  we  don’t  feel  that  the  Board’s  order  con¬ 
templates  questions  as  to  the  why’s,  except  as  the  data 
themselves  may  create  some  question  as  to  credibility. 

Examiner  Cusick :  The  objection  was  sustained,  Mr. 
Miller. 
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Mr.  Gribbon:  May  I  just  have  that  question  read  to 
which  the  objection  was  sustained! 

(Question  read.) 

By  Mr.  Gribbon: 

Q.  Would  you  refer,  Mr.  Sternberg,  to  item  number  21, 
and  indicate  for  the  Examiner  what  commodities  might 
move  within  that  classification,  electrical  or  electronic 
equipment  or  parts!  A.  During  the  month  of  Septem¬ 
ber,  1948,  item  21,  which  is  electrical  or  electronic  equip¬ 
ment  or  parts,  represented  1326  shipments,  a  total  of 
274,140  pounds.  That  poundage  was  comprised  of  such 
things  as  electric  motors,  circuit  breakers,  electronic 
tubes  and  other  equipment.  In  short,  it  is  virtually  every 
electrical  appliance  or  machine-  and  the  parts 
31271  which  were  represented  in  those  machines. 

Q.  Would  you  take  a  specific  example  of  a 
commodity  moving  in  commodity  classification  21  and 
illustrate  the  saving  and  distribution  costs  made  possible 
by  the  use  of  air  freight? 

Mr.  Miller:  Mr.  Examiner,  the  same  objection. 

Examiner  Cusick:  The  same  reason? 

Mr.  Miller:  Yes. 

Examiner  Cusick:  The  same  ruling. 

Mr.  Gribbon:  Exceptions  are  automatic. 

By  Mr.  Gribbon: 

Q.  Would  you  look  at  commodity  classification  number 
49,  Mr.  Sternberg?  A.  Yes,  sir. 

Q.  Will  you  indicate  a  few  or  more  of  the  commodities 
that  might  move  within  that  classification?  A.  49  is  ra¬ 
dios  or  radio  parts  representing  93,845  pounds.  We  have 
been  moving  such  things  as  console  radios  from  manu¬ 
facturers  direct  to  the  purchaser,  television  sets,  replace¬ 
ment  parts  for  radios  and  television  and  so  forth. 

Q.  Would  you  explain  the  saving  in  distribution  costs 


3026 


Excerpts  from  Testimony  of  Walter  Sternberg 

made  possible  by  the  use  of  air  freight  in  the  movement 
of  radio  consoles? 

Mr.  Miller:  Same  objection,  Mr.  Examiner. 

Examiner  Cusick :  Sustained. 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  does  your  experience  indicate  that 
a  significant  portion  of  the  commodities  moved  by  Amer¬ 
ican  today  moved  because  of  emergency  reasons? 
31272  A.  No,  I  would  say  that  the  majority  of  the  air 
freight  we  move  does  not  move  because  of  emer¬ 
gency  reasons.  It  moves  around  a  planned  change  in  the 
distribution  business  in  the  United  States,  a  change  which 
we  have  done  a  lot  of  research  and  experimental  work 
on  and  which  we  have  helped — 

Mr.  Miller:  Mr.  Examiner,  that  part  of  the  answer 
starting  to  tell  about  what  American  has  done  I  object 
to.  I  don’t  believe  that  is  called  for  in  the  Board’s  order. 

Mr.  Beitel:  I  object  because  it  is  not  responsive  to  the 
question  asked  and  goes  beyond  the  question. 

Examiner  Cusick:  This  witness  could  only  say  what 
American  has  done.  He  wouldn’t  be  qualified  to  say  what 
any  other  party  has  done  with  respect  to  this  case. 

Mr.  Miller:  The  point,  Mr.  Examiner,  is  that  I  don’t 
believe  the  record  has  been  reopened  for  the  general  pur¬ 
pose  of  ascertaining  sales  efforts  of  the  certificated  car¬ 
riers.  It  has  been  opened  for  the  purpose  of  furnishing 
certain  data.  The  results  of  those  efforts,  yes,  but  it  hasn’t 
been  reopened,  as  I  read  the  order,  for  a  general  rehash 
of  the  participation  of  certificated  carriers  in  the  air 
freight  business. 

Examiner  Cusick:  I  will  let  him  finish  his  answer.  Do 
you  know  where  you  were  in  the  answer? 

The  Witness:  I  believe  I  had  finished,  Mr.  Examiner. 

Examiner  Cusick:  All  right. 
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Mr.  Gribbon:  Mr.  Examiner,  I  don’t  propose  to  bur¬ 
den  the  record  by  making  an  answer  to  Mr.  Miller  each 
time.  I  believe  I  have  stated  that  it  is  our  feeling  and 
our  contention  in  presenting  this  evidence  that  this  falls 
within  the  scope  of  the  Board’s  order  in  which  they 
asked  for  the  data  with  respect  to  commodity 
31273  classifications. 

Mr.  Bishop :  Mr.  Examiner,  where  does  that 
word  “with,  respect  to”  appear  in  the  order? 

Examiner  Radcliffe:  The  order  will  speak  for  itself. 

Examiner  Cusick:  The  order  speaks  for  itself,  Mr. 
Bishop. 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  other  than  the  specific  illustrations 
of  savings  and  distribution  costs,  some  of  which  you  have 
given  here  today,  what  other  economic  reasons  promote 
the  movement  of  commodities  by  air  freight? 

Mr.  Miller:  The  same  objection. 

Mr.  Meyers:  Mr.  Examiner,  the  same  objection. 

Examiner  Cusick :  Sustained. 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  what  has  been  American’s  experience 
to  date  in  the  movement  of  fruits  and  vegetables  and 
other  perishables? 

Mr.  Miller:  Mr.  Examiner,  unless  this  is  tied  to  some 
exhibit  material  I  would  like  to  enter  the  same  objection. 
I  don’t  think  this  thing  has  been  reopened  for  a  rehash 
of  American’s  efforts  in  the  perishable  business. 

Examiner  Cusick:  I  think  the  objection  is  well  taken 
in  that  the  Board’s  order  does  appear,  at  least  to  the 
Examiners,  to  limit  the  production  of  evidence  in  this 
reopened  hearing.  It  would  also  be  unfair  to  the  appli¬ 
cants  in  the  case  who  apparently  have  felt  that  the  Board’s 
order  was  also  so  limited  and  who,  of  course,  did  not 
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submit  any  evidence  that  went  beyond  the  scope  of  what 
they  believed  the  order  to  mean.  Aside  from  that,  as  I 
said  before,  the  Examiners  do  feel  that  the  Board’s 

31274  order  limits  the  material  to  be  submitted  and  for 
that  reason  and  that  reason  alone  it  should  be 

sustained.  But  there  is  the  additional  reason  that  the 
other  parties,  the  applicants,  who  relied  on  what  appears 
to  be  a  very  clear  order,  did  not  submit  evidence  that 
would  go  to  the  C.  and  N.  or  would  appear  to  be  beyond 
the  scope  of  the  order. 

Mr.  Gribbon :  Mr.  Examiner,  this  does  not  go  to  the  C. 
and  N.  It  simply  goes  to  the  reason  for  certain  movements 
and  lack  of  movement  in  other  classifications,  all  of  which 
I  am  certain  the  Board  is  keenly  interested  in. 

Mr.  Move:  I  would  like  to  make  one  clarification.  I 
believe  the  Examiner’s  statement  calls  for  that  as  to  the 
fairness  or  unfairness  to  the  applicant.  As  I  have  fol¬ 
lowed  this  proceeding,  the  applicants  have  considered  this 
fitness,  willingness  and  ability  and  so  forth  as  a  catch-all 
under  which  they  could  pour  into  the  proceeding  any  and 
all  types  of  evidence  which  they  wished  to  put  in  and 
they  have  done  so.  They  have  construed  the  order  as  a 
one-way  street  by  which  they  could  put  in  any  evidence 
they  wanted  to,  but  the  intervenors  were  precluded  from 
putting  in  similar  evidence  themselves. 

Examiner  Radcliffe:  Eastern’s  position  will  be  shown 
on  the  record.  Mr.  Rett. 

Mr.  Rett:  I  would  like  to  make  this  clear,  that  last 
week  Slick’s  witnesses  put  in  evidence  on  such  items  as 
fruits  and  vegetables  and  their  efforts  and  activities  in 
connection  with  that. 

Examiner  Cusick:  As  I  understand,  that  was 

31275  brought  out  by  cross  examination. 

Mr.  Miller:  We  were  cross  examined  about  that. 

Mr.  Gribbon:  Mr.  Examiner,  that  is  the  second  reason 
I  have  with  respect  to  this  item  of  fruits  and  vegetables. 
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I  believe  all  of  the  information  that  I  am  asking  of  this 
witness  is  called  for  by  the  order  under  data  on  commod¬ 
ity  classifications.  However,  in  addition  on  fruits  and 
vegetables  Slick’s  witness  in  answers  that  were  totally 
unresponsive  to  the  questions  asked  testified  that  the 
certificated  airlines  had  killed  certain  movements  in  the 
development  of  the  movement  of  fruits  and  vegetables 
and  it  said  that  it  is  about  time  somebody  was  doing 
something  to  develop  fruits  and  vegetables.  I  believe  we 
are  entitled  to  bring  in  evidence  that  would  rebut  those 
statements. 

Examiner  Cusick:  Did  American  at  the  time  enter  anv 
objection  to  such  statements? 

Mr.  Gribbon :  Mr.  Examiner,  you  will  find  that  through¬ 
out  the  course  of  that  testimony  we  continuously  entered 
objections  and  the  general  rulings  were,  let  the  witness 
answer.  I  don’t  mean  to  state  any  of  the  Examiner’s  rul¬ 
ings.  I  believe  that  is  the  representation. 

Mr.  Beitel:  Mr.  Examiner,  I  would  like  to  say  that  if 
this  proceeding  is  now  to  be  broadened  to  such  an  extent 
that  American  will  explain  why  it  has  developed  certain 
products  and  why  it  has  not  developed  other  products,  I 
will  certainly  intend  to  bring  a  witness  back  on  behalf 
of  U.  S.  Airlines  and  rebut  that  insofar  as  U.  S.  Airlines 
is  concerned. 

Mr.  Gribbon:  Mr.  Examiner,  every  applicant  and  ev¬ 
ery  intervenor  has  exactly  the  same  opportunity  to 
31276  produce  such  data  on  these  commodity  classifica¬ 
tions  as  that  person  saw  fit. 

Mr.  Meyers :  Mr.  Examiner,  do  I  understand  from 
American  that  its  position  is  that  it  has  to  prove  its 
C.  and  N.  for  the  carriage  of  freight  or  do  they  assume 
they  have  it?  If  they  have  their  C.  and  N.  to  carry 
freight,  this  evidence  is  quite  irrelevant  here.  The  only 
questions  as  to  fitness,  willingness  and  ability  were  lev¬ 
eled  solely  at  the  applicants,  not  at  the  certificated  car¬ 
riers. 
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Examiner  Cusick:  We  have  heard  enough.  Everyone 
has  made  his  position  clear  on  the  record,  I  believe. 

Did  you  have  something,  Mr.  Rett! 

Mr.  Rett:  I  don’t  see  why  Mr.  Gribbon  should  be  pre¬ 
cluded  from  answering  any  such  charges  that  the  answer 
is  unresponsive  to  the  question. 

Mr.  Gribbon:  Mr.  Examiner,  may  I  respond  to  Mr. 
Meyers!  We  are  not  submitting  this  in  any  way  as  proof 
of  convenience  and  necessity  or  fitness,  willingness  and 
ability.  We  are  simply  submitting  this  as  important  data 
that  the  Board  should  have  on  commodity  classifications 
moving  in  air  freight. 

Mr.  Meyers:  The  Board  did  not  ask  for  it,  however, 
Mr.  Examiner. 

Examiner  Radcliffe :  That  is  all  right.  The  order  speaks 
for  itself.  Let’s  proceed. 

Mr.  Gribbon:  Did  you  sustain  an  objection  on  the  last 
question! 

Examiner  Cusick:  I  believe  I  did.  If  not,  I  will  sustain 
it  now. 

By  Mr.  Gribbon: 

Q.  Will  you  refer,  Mr.  Sternberg,  to  part  D  of 
31277  Volume  3,  commodity  number  25,  fish  or  seafood, 
and  4,  agricultural  or  horticultural  products,  and 
57,  fresh  vegetables,  and  indicate  for  the  record  the  im¬ 
portance  of  those  items  in  American’s  air  freight  service! 

Mr.  Miller:  I  believe  the  record  speaks  for  itself  so 
far  as  the  importance.  They  show  the  volumes.  It  is  a 
very  simple  matter  of  calculation  to  get  the  comparative 
volumes  or  percentages.  Accordingly,  I  object  to  that. 

Examiner  Cusick:  I  think  he  may  answer  that  one  to 
explain  the  figures,  if  he  wants  to. 

Mr.  Miller:  If  it  is  limited  to  that,  there  would  be 
no  objection. 

The  Witness:  Four,  which  is  agricultural  and  horti- 
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cultural  products,  accounted  for  38  shipments,  164S  pounds ; 
26,  cut  flowers,  accounted  for  1354  shipments,  128,325 
pounds;  and  57,  fresh  vegetables,  accounted  for  four 
shipments,  279  pounds.  I  would  say  in  reference  to  item 
57,  the  vegetables  and  item  4,  the  agricultural  and  horti¬ 
cultural  products,  that  the  poundage  represents  a  very 
small  percentage  of  our  total  and  virtually  an  infinitesi¬ 
mal  percentage  of  the  total  which  moves  by  other  forms 
of  transportation.  In  reference  to  item  26,  the  cut  flow¬ 
ers,  because  of  the  more  obvious  benefits  of  shipment  by 
air  to  the  people  in  the  flower  business  there  is  a  more 
substantial  amount  of  ton-miles  generated  by  this  com¬ 
modity.  In  reference  to  items  4  and  57,  the  basic  advan¬ 
tages  of  the  saving  of  distribution  by  air  freight  don’t 
exist  to  the  extent  that  they  do  in  other  commodities  with 
reference  to  the  flower  business. 

31278  Q.  What  does  your  experience  indicate  to  be  the 
biggest  single  impediment  to  the  volume  movement 
of  fruits,  vegetables  and  perishables? 

Mr.  Miller:  Mr.  Examiner,  the  same  objection.  That 
may  be  very  interested,  but  I  just  don’t  believe  it  is 
within  the  scope  of  this  proceeding. 

Examiner  Cusick:  The  same  ruling,  objection  sustained. 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  are  you  familiar  with  the  institute 
known  as  the  Air  Cargo  Institute  of  California?  A.  Yes, 
I  am. 

Q.  Are  you  familiar  with  American’s  participation  in 
that  institute?  A.  Very  definitely.  I  handled  it  personally. 

Q.  Mr.  Moorman  of  Slick  Airways  testified  that  the 
certificated  airlines  killed  the  Air  Cargo  Institute.  Would 
you  explain  from  your  own  knowledge  of  the  situation 
what  occurred  with  respect  to  the  Air  Cargo  Institute 
of  California? 
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Examiner  Radcliffe:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Radcliffe:  On  the  record. 

Mr.  Miller :  I  object,  Mr.  Examiner,  unless  this  is 
limited  to  the  participation  of  American  Airlines. 

Mir.  Lawler :  Mr.  Examiner,  Slick’s  witness  testified 
not  only  to  his  own  participation,  but  as  to  the  attitude 
of  other  people.  I  certainly  think  it  is  proper  rebuttal 
testimony  and  I  think  any  objection  comes  with  ill  grace 
from  Slick  Airlines. 

Mr.  Gribbon:  Mr.  Examiner,  all  that  the  wit- 
31279  ness  can  testify  to  is  what  he  knows. 

Examiner  Cusick:  That  is  all.  The  objection  is 
overruled.  The  witness  may  answer. 

The  Witness :  With  reference  to  the  allegations  that  the 
certificated  airlines  killed  the  Air  Cargo  Institute,  it  ap¬ 
pears  to  me  that  our  efforts  were  more  to  develop  it  than 
to  hinder  it  in  any  way.  Several  months  ago  a  chap  by 
the  name  of  Prescott  Blount,  who  was  the  former  district 
manager  for  Slick,  developed,  with  certain  officials  in  the 
State  of  California,  the  idea  of  developing  an  institute 
which  would  engage  in  the  promotion  of  transportation 
of  perishables  by  air.  Our  district  sales  manager  in  Los 
Angeles  was  invited  to  become  a  director  of  the  Institute 
and  participated  as  the  director  in  the  formation  of 
plans  under  which  the  Institute  would  operate.  There  was 
a  certain  amount  of  confusion  among  the  directors  and 
the  principals  as  to  what  the  objectives  of  the  Institute 
would  be. 

As  a  result,  I  spent  several  hours  with  Mr.  Blount 
talking  about  the  objectives  of  the  Institute  and  how  he 
proposed  to  develop  the  perishable  business,  because 
American  Airlines  had  been  interested  in  the  transpor¬ 
tation  of  perishables  for  a  long  time  and  back  in  1945 
had  engaged  in  a  very  intensive — 
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Mr.  Miller:  Mr.  Examiner,  I  think  this  goes  beyond 
the  scope  of  the  question,  going  back  to  American  Air¬ 
lines’  efforts  in  1945.  If  this  is  going  to  be  used  as  a 
stepping  stone  for  a  long  speech  on  American  Airlines’ 
efforts  in  the  perishable  business  generally,  I  want  to 
renew  my  objection. 

Examiner  Cusick:  The  question  was  limited  in 
31280  rebuttal,  as  I  understand,  to  testimony  by  Mr. 

Moorman  that  the  certificated  carriers  destroyed 
the  Air  Cargo  Institute  of  California.  This  witness,  in 
order  to  respond  properly  to  that,  should  limit  his  an¬ 
swer  to  what,  if  anything,  the  carriers  did.  He  may  agree 
with  w’hat  Mr.  Moorman  did.  I  assume  he  won’t.  But  he 
may  testify  with  respect  to  what  happened  to  the  Air 
Cargo  Institute  of  California  and  not  prior  to  the  inau¬ 
guration  of  that  Institute.  Could  you  so  limit  your  an¬ 
swer,  Mr.  Sternberg? 

The  Witness:  I  shall. 

As  I  think  I  stated,  I  had  a  several  hour  conversation 
with  Mr.  Blount  on  his  objectives.  In  that  conversation 
in  which  Mr.  Boylan,  who  was  our  director  of  cargo  sales, 
participated,  the  point  came  out  that  on  perishables  moved 
in  perishable  transportation  in  REA  reefer  cars  at  7 
cents  a  ton-mile,  effecting  five-day  delivery  from  coast  to 
coast,  and  it  was  necessary  that  we  find  some  way  of 
packaging  and  handling  in  order  to  develop  the  move¬ 
ment  of  perishables  on  more  or  less  of  a  luxury  basis. 

In  other  words,  the  only  potential,  as  Mr.  Blount  pointed 
out,  in  the  perishable  business — 

Mr.  Miller:  Mr.  Examiner,  the  same  objection.  They 
had  an  opportunity  in  the  original  hearing  of  this  case 
to  dispute  the  estimates  of  potential.  Now,  this  witness 
has  been  asked  a  specific  question  and  the  Examiner  has 
asked  him  to  limit  his  answer  to  that  question.  I  think 
that  ruling  should  be  enforced.  What  did  American  Air¬ 
lines  do  or  not  do  with  respect  to  Air  Cargo  Institute  to 
encourage  or  discourage  it? 
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31281  Mr.  Gribbon:  Mr.  Examiner,  Mr.  Miller  may 
ask  such  questions  on  his  cross  examination  if  he 

wishes.  His  witness  has  made  a  very  damaging  statement 
here  that  the  certificated  airlines  killed  the  Air  Cargo 
Institute  and  it  is  important  to  get  the  facts  in  the  rec¬ 
ord.  You  can’t  get  the  facts  in  the  record  by  making  a 
simple  statement  like  that. 

Now,  all  of  this  background  is  necessary  in  order  to 
understand  what  they  did  and  what  they  didn’t  do  with 
respect  to  the  Air  Cargo  Institute. 

Examiner  Cusick:  But  limit  it  to  what  was  done  with 
respect  to  Air  Cargo  Institute,  not  prior  to  its  inaugu¬ 
ration  or  not  after  its  demise,  if  it  has  gone  out  of 
existence. 

Mr.  Rett:  Wait  a  minute.  The  witness  now  is  talking  . 
of  conversations  that  wrent  on  at  that  time. 

Examiner  Cusick:  I  have  overruled  the  objection.  That 
is  enough,  Mr.  Rett. 

Mr.  Beitel:  Mr.  Examiner,  I  have  no  objection  to  this 
by-play  between  Slick  and  American  here,  but  I  do  ob¬ 
ject  to  the  witness  testifying  as  to  the  opinion  of  Mr. 
Blount  with  respect  to  the  potential  in  the  fresh  fruit 
and  vegetable  business.  I  think  that  hearsay  goes  beyond 
the  necessary  scope  of  the  objections. 

Mr.  Gribbon:  It  is  admissible  because  it  is  not  hear¬ 
say  which  is  submitted  for  the  purpose  of  the  truth  of 
what  Mr.  Blount  says,  but  simply  as  one  of  the  factors 
surrounding  these  transactions. 

Examiner  Cusick:  The  witness  may  answer. 

Complete  your  answer,  Mr.  Sternberg. 

31282  The  Witness:  It  was  pointed  out  in  that  con¬ 
versation  that  the  potential  in  the  perishable 

business  was  related  to  finding  packaging  means  and 
moving  the  choice  types  of  perishables  from  coast  to 
coast.  On  that  assumption  Mr.  Blount  had  told  me  that 
he  had  been  conferring  with  parties  to  the  Air  Cargo 
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Institute  of  California  and  they  were  the  aircraft  manu¬ 
facturers.  He  had  been  conferring  with  the  Department 
of  Agriculture  of  the  United  States  in  the  hope  of  getting 
some  support  from  them  in  the  development  of  techniques 
for  handling  perishables. 

As  a  result  of  that  conversation,  I  arranged  for  Air 
Cargo  Institute,  ACI,  this  is,  not  ACI  of  California,  to 
invite  Mr.  Blount  to  Chicago  to  the  ACFs  director’s 
meeting  at  the  expense  of  ACI  because  he  informed  me 
that  the  Institute  of  California  had  no  funds  to  present 
to  the  directors  of  ACI  his  proposal  for  the  Air  Cargo 
Institute  of  California. 

I  thought  that  would  be  desirable  because  the  things 
he  was  proposing  were  things  which  should  have  been 
handled  on  a  national  basis.  In  other  words,  they  were 
techniques  and  procedures  which  could  be  applicable  to 
the  movement  of  perishables  anywhere.  He  came  to  Chi¬ 
cago  and  he  made  his  presentation  to  the  directors  of 
ACI  and  I  was  present  when  the  presentation  was  made. 
It  developed  very  definitely  that  although  he  had  some 
good  theories  and  some  rather  vague  ideas  as  to  the 
method  or  manner  in  which  this  could  be  developed,  the 
Air  Cargo  Institute  of  California  did  not  have  a  definite 
plan  for  operation  and  in  respect  to  the  questions  of 
those  of  us  who  were  there  representing  ACI  he 
31283  advanced  the  possibility  or  probability  that  the 
Institute  of  California  would  engage  in  the  pur¬ 
chase  of  tomatoes  in  lower  California  and  act  as  a  ship¬ 
ping  agent  in  sending  them  to  New  York.  That  made  no 
contribution  to  the  movement  of  perishables  for  Amer¬ 
ican  Airlines  inasmuch  as  we  had  done  that  extensively 
in  the  past,  and  we  were  seeking  some  means  by  which 
we  could  get  into  this  perishable  business  on  a  basis 
which  would  overcome  the  difference  in  the  rates.  In  spite 
of  the  fact  that  he  had  no  plan,  we  authorized  Fred  Glass 
of  ACI  to  make  a  contribution  to  the  Air  Cargo  Institute 
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of  California  to  the  extent  of  a  thousand  dollars  because 
we  were  willing  in  effect  to  subsidize  the  set-up,  the 
incorporation  of  the  Air  Cargo  Institute  of  California  to 
give  them  a  chance  to  develop  a  plan  which  they  did  not 
have  at  the  time  Mr.  Blount  made  his  presentation  to  ACI. 

I  don’t  know  why  the  directors  of  ACI,  the  board  of 
directors,  or  rather  the  executive  committee  of  ACI,  chose 
to  refuse  our  offer  of  a  thousand  dollar  contribution.  As 
a  matter  of  fact,  I  have  not  yet  been  officially  informed 
by  ACI  that  they  could  not  accept  it.  So  far  as  I  know, 
the  matter  rests  right  there. 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  in  your  answer  to  the  previous 
question  when  you  referred  to  Mr.  Blount’s  appearance 
before  the  board  of  directors  of  ACI,  to  what  corpora¬ 
tion  were  you  referring?  A.  Air  Cargo,  Inc. 

Q.  And  when  you  referred  to  your  not  knowing  the 
reasons  why  ACI  had  not  accepted  this  offer  of 
31284  a  thousand  dollar  contribution,  to  what  were  you 
referring?  A.  I  am  sorry,  that  was  the  Air  Cargo 
Institute  of  California. 

Q.  Mr.  Sternberg,  what  does  American’s  experience 
indicate  to  be  the  place  of  the  movement  of  fruits  and 
vegetables  in  the  foreseeable  future  in  the  development 
of  air  freight  business? 

Mr.  Miller:  Mr.  Examiner,  same  objection  as  before. 

Examiner  Cusick :  Sustained. 

By  Mr.  Gribbon: 

Q.  Would  you  refer,  Mr.  Sternberg,  please,  to  part  E 
of  Volume  3  of  American’s  exhibits  which  deals  with  the 
movement  of  freight  by  stations  on  American’s  system? 
A.  Yes,  sir. 

Q.  Does  American  provide  an  air  freight  service  to 
each  of  the  cities  listed  on  pages  one  and  two  of  part  E? 
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A.  It  does  in  accordance  with  the  requirements  of  each 
of  those  cities. 

Q.  Does  each  of  these  cities  receive  a  regular  service 
from  an  all-cargo  airplane?  A.  No,  except  when  the  na¬ 
ture  of  a  shipment  or  the  nature  of  the  cargo  demand  at 
those  cities  would  indicate  the  desirability  of  giving 
them  such  service. 

Q.  In  the  month  of  September,  which  of  those  cities 
listed  received  a  regular  all-cargo  service?  A.  I  believe 
that  was  Boston,  Providence,  Hartford,  Bridgeport,  New 
York,  Newark,  Washington,  Syracuse,  Buffalo,  Cleve¬ 
land,  Cincinnati,  Detroit,  Chicago,  St.  Louis,  Tulsa,  Dal¬ 
las,  San  Antonio,  San  Diego  and  Los  Angeles. 
31285  Those  are  the  cities  which  received  a  regularly 
scheduled  air  freight  service. 

Q.  In  an  all-cargo  airplane?  A.  In  an  all-cargo  air¬ 
plane. 

Mr.  Beitel:  What  page  is  Los  Angeles  listed  on? 

Mr.  Gribbon:  Excuse  me,  Mr.  Examiner.  Palmdale.  It 
is  really  Los  Angeles. 

The  Witness:  It  is  in  the  middle  of  page  one. 

Mr.  Gribbon :  Between  Little  Rock  and  Louisville. 
Palmdale  is  the  airport  out  there.  You  can  substitute 
Los  Angeles  for  Palmdale.  That  correction  will  be  made 
on  the  record. 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  of  the  cities  you  named  as  receiving 
regular  all-cargo  service,  which  cities  received  more  than 
a  single  schedule  per  day?  A.  Boston — 

Mr.'  Miller:  Mr.  Examiner,  isn’t  this  all  in  the  guide 
that  has  been  stipulated  into  the  record? 

Mr.  Gribbon:  Not  necessarily. 

Mr.  Miller:  Why  not  necessarily? 

Mr.  Gribbon:  Because  there  are  things  such  as  extra 
sections  and  changes  that  have  taken  place. 
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Examiner  Cusick:  That  wouldn’t  be  a  schedule. 

Mr.  Gribbon:  This  particular  question  might  be.  I  am 
not  certain  of  it.  I  know  that  the  rest  of  the  questions 
I  have  here  are  not. 

Mir.  Miller:  Mr.  Examiner,  I  don’t  see  any  need  to 
rehash  the  official  guide  material,  namely,  the 

31286  schedules.  They  have  already  been  stipulated  into 
this  record.  This  question  goes  only  to  scheduled 

service.  If  it  is  scheduled  service,  it  is  in  the  guide.  If  it 
is  not  scheduled  service,  it  is  not  in  the  guide. 

Mr.  Gribbon:  In  deference  to  Mr.  Miller,  we  will  not 
ask  that  question. 

By  Mr.  Gribbon: 

Q.  During  the  month  of  September,  which  is  covered 
by  this  exhibit,  how  many  extra  all-cargo  schedules  did 
American  provide  on  its  system?  A.  95  additional  all- 
cargo  schedules  were  flown  during  the  month  of  September. 

Q.  How  many  additional  cities  were  served  by  this 
extra  section  service?  A.  Those  95  schedules  made  353 
cargo  stops  at  various  cities  on  American  Airlines’  sys¬ 
tem.  36  of  those  stops  were  at  11  cities  not  otherwise 
served  by  cargo  schedules.  The  balance  of  317  of  those 
stops  were  at  cities  which  have  one  or  more  all-cargo 
schedules. 

Q.  Turning  to  part  2  of  Volume  3,  will  you  indicate 
which  cities  received  all-cargo  service  during  the  month 
of  September,  1948,  in  addition  to  those  that  received 
regular  schedules?  A.  Springfield,  Massachusetts,  in  the 
month  of  September,  which  is  Westfield  on  the  certifi¬ 
cate,  I  believe,  received  five  all-cargo  schedules. 

Examiner  Cusick:  You  said  part  2.  You  meant  page 
two,  did  you  not? 

Mr.  Gribbon :  I  meant  part  E,  I  am  sorry, 

31287  pages  one  and  two. 

The  Witness :  Springfield,  Massachusetts,  which 
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I  believe  was  certificated  as  Westfield,  received  five  cargo 
flights  during  the  month  of  September. 

Baltimore,  Maryland,  received  two. 

Nashville,  Tennessee,  received  two. 

Wilkes-Barre  received  one. 

Indianapolis  received  one. 

Oklahoma  City,  one. 

Louisville,  14. 

Akron,  3. 

Dayton,  4. 

Fort  Worth,  one. 

Toronto,  two. 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  in  what  manner  does  the  company 
keep  itself  able  to  drop  flights  into  these  cities  that  are 
not  provided  with  a  regular  all-cargo  service?  A.  We 
maintain  a  unit  in  the  company  known  as  traffic  movement. 

Q.  Would  you  explain  the  functions  of  the  traffic  move¬ 
ment  unit?  A.  Yes.  It  is  a  24-hour  a  day,  7-dav  a  week 
operation  maintained  for  the  purpose  of  keeping  up  with 
the  cargo  situation  in  every  city  on  American  Airlines’ 
system.  It  gets  daily  messages  from  the  cities  where 
major  volume  is  generated  and  it  gets  messages  as  re¬ 
quired  on  the  basis  of  whatever  the  picture  is  in  air 
freight  from  all  other  cities.  Traffic  movement  can  then 
take  whatever  steps  are  necessary  to  eliminate 
31288  backlogs  and  delays  in  moving  of  traffic  and, 
working  in  conjunction  with  the  dispatchers,  they 
might  set  up  extra  all-cargo  operations  as  they  did  95 
times  in  September.  They  might  block  space  on  combi¬ 
nation  aircraft  and  they  might  authorize  the  seat  load¬ 
ing  of  combination  aircraft.  With  reference  to  the  blocking 
of  space  on  combination  aircraft,  we  have  what  is  termed 
a  space  and  weight  directory.  It  shows  how  much  space 
on  each  combination  flight  is  allocated  to  passengers, 
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mail,  express  or  freight.  Very  frequently  if  an  airplane 
is  going  from  station  A  to  B  to  C  to  D,  station  B  has 
an  unusual  amount  of  freight  on  hand.  Traffic  movement 
will  tell  station  A  to  load  a  certain  percentage  of  its 
freight  on  another  aircraft  or  on  an  all-freight  extra 
which  they  might  set  up  and  assign  the  space  normally 
held  for  freight  by  station  A  to  station  B.  So  station  B’s 
freight  is  moved  on  schedule  and  the  allowance  for  the 
extra  demand  on  a  combination  aircraft  is  adjusted  and 
taken  care  of  by  traffic  movement 

Mr.  Meyers:  Mr.  Examiner,  I  don’t  want  to  interfere 
■with  this  confirmation  of  our  thesis  of  how  to  operate  a 
freight  airline,  but  didn’t  Mr.  Jacobs  testify  to  this  type 
of  evidence  in  the  original  presentation  by  American? 

Mr.  Gribbon :  I  don’t  believe  that  he  testified.  Certainly 
he  didn’t  testify  to  what  Mr.  Sternberg  testified  today 
and  he  did  not  testify  as  to  what  happened  in  this  month 
that  we  have  under  study,  September,  1948,  which  Mr. 
Sternberg  has  testified  to. 

Mr.  Meyers:  Mr.  Jacobs  did  testify  as  to  the  general 
operations  and  methods  of  operating,  so  I  object 
31289  to  any  further  testimony  along  this  line  on  the 
ground  that  it  is  not  responsive  to  the  order  of 
the  Board  for  this  limited  hearing. 

Examiner  Cusick:  We  haven’t  any  question  pending 
right  now.  We  will  see  what  the  next  question  is. 

By  Mr.  Gribbon: 

Q.  Would  you  turn  to  part  I,  Mr.  Sternberg?  A.  Yes. 

Q.  In  the  month  of  September,  1948,  what  division 
of  traffic  between  all-cargo  equipment  and  combination 
equipment  is  indicated  by  this  exhibit?  A.  In  the  month 
of  September,  1948,  42  per  cent  of  our  freight  moved  in 
combination  aircraft.  58  per  cent  moved  in  all-cargo 
aircraft. 

Q.  Is  this  division  of  traffic  between  the  two  types  of 
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equipment  in  line  with  your  experience?  A.  Well,  our 
experience  for  the  year,  the  first  ten  months  of  the  year, 
would  indicate  that  a  slightly  higher  percentage  of  freight 
would  move  in  combination  aircraft  and  the  experience 
last  year  indicated  a  substantially  higher  percentage  of 
freight  moved  in  combination  aircraft. 

Q.  Would  the  division  of  traffic  between  the  two  types 
of  equipment  vary  by  season?  A.  Very  definitely.  It  does 
vary  by  season. 

Q.  What  is  responsible  for  that  variation?  A.  Well, 
largely  fluctuations  in  the  movement  of  freight  and  fluc¬ 
tuations  in  the  movement  of  passengers.  For  example, 
during  November  and  December  when  freight  goes  up 
substantially  in  connection  with  the  shipment  of 
31290  merchandise  for  the  winter  business,  the  passen¬ 
ger  load  factor  declines  and  makes  it  possible  for 
us  to  load  a  higher  percentage  of  our  air  freight  in  com¬ 
bination  aircraft. 

Q.  In  the  provision  of  freight  service,  how  does  Amer¬ 
ican  attempt  to  utilize  its  two  types  of  equipment,  com¬ 
bination  and  all-cargo? 

Mr.  Miller:  Mr.  Examiner,  I  object  to  that.  It  is  be¬ 
yond  the  scope  of  the  Board’s  order.  He  has  shown  the 
figures  and  explained  the  figures. 

Examiner  Cusick:  You  have  explained  the  figures.  The 
objection  is  sustained. 

Mr.  Gribbon:  Mr.  Examiner,  the  Board’s  order  is  not 
confined  simply  to  figures.  It  asks  for  data. 

Examiner  Cusick:  You  may  explain  the  figures  and  I 
permitted  you  to  examine  the  witness  with  respect  to  his 
explanation  of  these  figures.  If  you  go  on  beyond  that 
as  to  how  American  does  this  or  that  -with  respect  to 
its  carrying  of  cargo,  I  think  it  is  beyond  the  scope  of 
the  Board’s  order,  clearly  beyond  it. 

Mr.  Gribbon:  Mr.  Examiner,  it  is  impossible  to  ap¬ 
praise  this  division  of  traffic  between  combination  and 
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all-cargo  equipment  without  knowing  something  about  the 
utilization  of  both  types  of  equipment. 

Examiner  Cusick:  The  witness  has  testified  to  that. 

Mr.  Gribbon:  Simply  the  figures  is  all  he  has  given. 

Now,  why  isn’t  it  more  or  why  isn’t  it  less?  Aren’t 
those  data  that  the  Board  wants  in  order  to  make  infer¬ 
ences  in  this  proceeding? 

Examiner  Cusick:  This  was  reopened,  as  I  said 
31291  before,  merely  to  bring  the  record  up  to  date,  as 
I  understand  the  Board’s  order.  We  went  through 
a  lengthy  hearing  to  give  all  the  parties  every  opportu¬ 
nity  in  the  original  case  to  set  forth  their  views  with 
respect  to  the  type  of  equipment  that  was  used  and  fea¬ 
sible  and  appropriate.  We  have  nothing  more  now  but 
additional  data  represented  by  these  figures  which  will 
show  whether  the  projected  estimates  of  the  applicants 
or  of  the  intervenors  was  or  was  not  correct  and  what 
their  experience  has  been  up  to  the  present  time,  based 
on  the  original  applications  that  were  made  at  the  origi¬ 
nal  hearing. 

Mr.  Gribbon:  Mr.  Examiner,  the  data  is  the  data  that 
was  called  for  in  the  Board’s  order  under  these  various 
headings. 

Examiner  Cusick:  And  these  figures  speak  for  them¬ 
selves. 

Mr.  Gribbon:  But  they  don’t  speak  very  loudly  unless 
you  have  some  explanation  for  them.  Certainly  the  Board 
can’t  assess  these  figures  without  the  benefit  of  explana¬ 
tion.  That  is  simply  what  we  are  trying  to  do  here. 

Examiner  Cusick:  I  permitted  you  to  explain  them 
and  you  did  explain,  as  I  understood  it,  various  items 
connected  with  the  exhibit.  Now,  with  respect  to  the  last 
question,  there  was  an  objection  and  I  sustained  it.  I 
think  it  was  beyond  the  scope  of  the  order  and  I  think 
it  is  beyond  the  scope  of  explanation  unless  we  go  to 
infinite  detail  in  explaining. 
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Mr.  Gribbon:  I  will  note  an  objection. 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  what  proportion  of  the  freight  you 
haul  does  your  experience  indicate  cannot  be 
31292  physically  carried  in  combination  aircraft!  A. 
15  per  cent 

Mr.  Miller:  Mr.  Examiner,  I  object  and  move  that  that 
be  stricken.  I  didn’t  get  my  objection  in  as  promptly  as 
I  might  have  because  I  didn’t  know  until  after  it  was 
answered  whether  it  was  going  to  be  related  to  any  of 
these  exhibits.  It  is  not  related  to  these  exhibits  and  not 
called  for  in  the  Board’s  order,  and  I  object  and  move 
that  it  be  stricken. 

Mr.  Gribbon:  Mr.  Examiner,  it  couldn’t  be  more  im¬ 
perative  to  an  understanding  of  these  load  factor  figures 
to  know  that.  I  don’t  understand  the  applicant’s  objec¬ 
tions  to  having  this  evidence  come  in.  It  is  certainly  rel¬ 
evant  to  the  questions  before  the  Board  in  this  proceeding. 

Mr.  Meyers:  Mr.  Examiner,  all  the  data  in  the  tran¬ 
script  of  the  original  hearing  is  relevant  to  the  issues 
too  and  we  are  not  going  to  rehash  all  that  again,  I 
trust.  We  want  to  stand  on  the  same  objection  as  made 
by  Slick. 

Examiner  Cusick:  The  motion  to  strike  will  be  over¬ 
ruled.  We  will  permit  it. 

The  Witness :  15  per  cent  of  the  total  amount  of  freight 
does  not  lend  itself  to  movement  in  combination  aircraft. 

Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Cusick:  On  the  record. 

By  Mr.  Gribbon: 

Q.  Mr.  Sternberg,  would  you  explain  the  pattern  of 
service  in  effect  on  American’s  system  in  September, 
1948,  that  produced  this  division  of  traffic  between  com- 
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bination  and  all-cargo  equipment  as  reflected  in  part  I 
of  Volume  3? 

31293  Mr.  Miller:  Mr.  Examiner,  I  object.  We  have 
the  figures,  we  have  the  schedules,  we  have  had 

an  explanation  of  the  non-scheduled  service  and  I  object 
to  any  further  encumbrance  of  this  record  with  a  rehash 
of  matters  not  called  for  by  the  Board’s  order. 

Mr.  Gribbon:  Mr.  Examiner,  that  is  clearly  in  expla¬ 
nation  of  the  figures  set  down  in  this  exhibit.  It  is  clearly 
data  that  has  to  do  with  the  movement  of  freight  in 
combination  and  all-cargo  aircraft. 

Examiner  Cusick:  The  objection  is  overruled.  He  may 
answer  it.  You  mean  the  pattern  of  service  that  relates 
to  these  figures? 

M!r.  Gribbon:  To  these  figures. 

Examiner  Cusick:  All  right. 

The  Witness:  The  pattern  of  freight  service  in  Sep¬ 
tember,  1948,  was  a  freight  plane  operating  from  Boston 
west  to  Chicago  serving  Buffalo,  Detroit;  a  freight  plane 
operating  from  Boston  to  Providence  to  Hartford  to 
Bridgeport  to  Newark;  a  freight  plane,  in  addition  to 
that  one  which  served  Bridgeport,  operating  from  Bridge¬ 
port  to  New  York  to  Buffalo,  Cleveland;  a  freight  plane 
operating  from  New  York  to  Syracuse,  Buffalo,  Cleveland 
and  Cincinnati;  a  freight  plane  operating  from  New  York 
to  Chicago  to  Dallas,  and  one  operating  from  New  York 
to  Chicago  to  Tulsa  to  Los  Angeles  and  San  Diego.  There 
was  one  exclusive  freight  plane  that  operated  in  a  one¬ 
way  direction.  It  was  a  combination  passenger  aircraft 
fully  loaded  that  operated  from  New  York  to  Washing¬ 
ton  and  returned  carrying  passengers.  That  is  exclusive 
of  the  freight  movement  in  combination  aircraft, 

31294  obviously. 

By  Mr.  Gribbon: 

Q.  Between  these  cities  where  you  provided  regular 
all-cargo  service,  did  you  also  load  freight  in  all-cargo 
aircraft?  A.  We  did,  a  substantial  amount  of  it. 
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Q.  Would  you  explain  how  your  ability  to  load  freight 
in  combination  aircraft  is  especially  beneficial  to  the 
shippers  on  American  Airlines? 

Mr.  Miller:  Mr.  Examiner,  I  object. 

Examiner  Cusick :  Sustained. 

By  Mr.  Gribbon: 

Q.  In  the  provision  of  its  freight  service  through  the 
utilization  of  combination  aircraft,  is  American  able  to 
load  freight  on  its  crack  passenger  ships  that  make  one 
or  two  stops  across  the  continent?  A.  Yes. 

Mr.  Miller:  The  same  objection,  Mr.  Examiner. 

Examiner  Cusick:  He  answered  it.  I  will  let  it  stay. 
He  said  yes. 

By  Mr.  Gribbon: 

Q.  Is  American  also  able  to  load  freight  at  intermediate 
points? 

Mr.  Miller:  The  same  objection. 

Mr.  Gribbon:  Served  by  combination  aircraft. 

The  Witness:  We  do. 

•  •  «  #  # 

31295 

•  #  *  •  * 

By  Mr.  Gribbon : 

Q.  Will  you  refer,  Mr.  Sternberg,  to  part  L  of  Volume 
3  of  American’s  exhibits?  This  was  a  supplemental  ex¬ 
hibit?  A.  Yes,  sir. 

Q.  What  significance  in  the  development  of  American’s 
freight  service  has  the  number  of  consignees  and  con¬ 
signors  served?  A.  I  consider  the  number  of  consignees 
and  consignors  developed  by  American  to  be  particularly 
significant  in  two  respects. 

In  the  first  place,  it  shows  that  particularly  when 
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coupled  with  the  number  of  shipments  in  various  com¬ 
modities  our  business  is  built  on  a  very  widespread  basis 
of  customer  acceptance  which  is  the  best  possible  insur¬ 
ance  against  recessions  in  certain  lines. 

In  the  second  place,  it  proves  the  sales  engineering  tech¬ 
nique  which  we  have  developed  in  that  our  business 
31296  is  that  of  a  large  production,  relatively  small  unit 
profit  operation  and  I  would  consider  that  the  6443 
consignees  in  all  different  lines  had  cast  an  affirmative  vote 
for  the  facts  of  the  economy  of  air  distribution  which  we 
have  been  selling  for  some  time. 

Q.  How  did  the  minimum  rate  order  effective  July  1, 
1948,  affect  American’s  freight  business? 

Mr.  Miller:  Mr.  Examiner,  I  object  to  that  unless  that 
is  tied  in  some  way  with  the  exhibits  that  are  here  being 
offered  and  sponsored.  If  we  are  going  to  have  a  general 
dissertation  on  American’s  theory  with  respect  to  minimum 
rates,  I  think  it  should  be  in  the  scope  of  the  Board’s 
order.  If  it  is  tied  in  with  any  particular  exhibit,  that  is 
a  different  matter.  As  asked,  I  object. 

Examiner  Cusick:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Radcliffe:  As  a  result  of  the  off-the-record 
discussion,  Mr.  Gribbon,  will  you  rephrase  the  last  ques¬ 
tion  propounded  to  your  witness? 

Mr.  Gribbon:  I  will. 

By  Mr.  Gribbon: 

Q.  In  the  months  of  July,  1948,  and  September,  1948, 
traffic  information  which  is  reflected  in  these  exhibits, 
what  effect  did  American  experience  from  the  minimum 
rate  order  which  became  effective  on  July  1,  1948?  A. 
I  think  that  we,  as  did  all  other  carriers,  lost  a  certain 
■amount  of  ton-miles  immediately  following  the  Board’s 
minimum  rate  order.  Those  to  a  large  extent  were  the 
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ton-miles  which  had  been  sold  simply  on  the  basis 
31297  of  diversion  from  surface  transportation.  How¬ 
ever,  it  has  been  my  observation  that  we  lost  less 
proportionately  and  that  we  have  increased  more  rapidly 
since  the  minimum  rate  order,  which  is  indication  of  prob¬ 
ably  two  things. 

31297 

First,  the  fact  that  we  had  sold  the  principles  of  the 
economy  of  distribution  by  air  freight  to  a  further  degree 
than  had  others — 

Mr.  Miller:  Mr.  Examiner,  I  object  to  any  further  state¬ 
ment  on  this  witness’  opinion  about  the  superiority  of 
their  sales  over  somebody  else’s  sales. 

Mr.  Gribbon:  Mr.  Examiner,  I  submit  that  this  is  ex¬ 
planatory  of  the  effect  of  the  minimum  rate  order  on 
American’s  traffic.  That  is  all  the  witness  is  talking  about. 

Examiner  Cusick:  I  think  the  first  part  of  his  answer 
was  responsive.  The  second  part  I  think  is  immaterial  to 
the  issues  raised  by  these  exhibits. 

Mr.  Gribbon:  It  is  exactly  the  same  problem  of  how  the 
minimum  rate  order  affected  the  traffic  carried  by  Ameri¬ 
can.  I  can’t  think  of  anything  that  is  more  important  to 
the  Board  in  this  certificate  case. 

Examiner  Cusick:  He  has  stated  that  there  was  a  re¬ 
cession  as  far  as  freight  carried  by  all  carriers  is  con¬ 
cerned,  but  that  after  the  rate  order  became  effective  for  a 
time  American  regained  somewhat  their  previous  position. 
That  is  the  substance,  as  I  understand,  of  his  testimony, 
and  to  that  extent  his  answer  is  responsive  to  the  question. 
Now  he  is  going  on,  as  I  understand  it,  to  a  different  tack  as 
to  why  this  all  came  about.  American’s  selling  job  or  other 
matters  are  factors  that  entered  into  it. 

31298  Mr.  Gribbon:  Isn’t  all  of  that  important,  Mr. 
Examiner,  to  an  understanding  of  the  effect  of  the 

rate  order  on  the  movement  of  freight  t 
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Examiner  Cusick:  We  have  got  the  data  here.  They 
speak  for  themselves. 

Mr.  Gribbon :  But  they  don’t  speak  for  themselves.  They 
never  can  speak  for  themselves.  There  could  be  15  reasons 
why  the  traffic  increased  or  decreased.  He  is  simply  giving 
American’s  story  as  to  why  its  traffic  increased  after  the 
minimum  rate  order. 

Examiner  Cusick:  The  objection  is  sustained. 

By  Mr.  Gribbon : 

Q.  To  what  do  you  attribute  the  increase  in  American’s 
traffic  after  the  effective  date  of  the  minimum  rate  order 
which  raised  rates  generally? 

Mr.  Miller:  Mr.  Examiner,  the  same  objection.  That  is 
simply  a  different  handle  for  the  same  speech. 

Examiner  Cusick:  Sustained. 

Mr.  Rett :  Mr.  Examiner,  if  he  doesn’t  put  it  on  a  com¬ 
parative  basis,  but  just  states  the  reasons,  why  isn’t  that 
perfectly  relevant? 

Examiner  Cusick :  I  didn’t  hear  you,  Mr.  Rett 

Mr.  Rett :  If  the  witness  doesn’t  put  it  on  a  comparative 
basis,  the  objection  Mr.  Miller  makes,  but  states  the  rea¬ 
sons,  one,  two,  three,  why  American  did  this  and  this,  it 
seems  to  me  perfectly  relevant. 

Mr.  Bishop :  Mr.  Examiner,  may  we  advert  to  the  cri¬ 
teria  beyond  relevance  here  that  the  Board  determined 
what  evidence  it  wanted  to  get  here.  I  don’t  want 
31299  our  objections  to  be  mistaken  on  terms  of  rele¬ 
vance,  but  with  conformity  with  the  order.  The 
Board  could  decide  whether  it  wanted  further  explanations 
or  not.  It  did  not  ask  for  them. 

Examiner  Cusick:  The  objection  is  still  sustained. 

By  Mr.  Gribbon: 

Q.  Does  American  formulate  its  rate  policy  so  as  to  en¬ 
able  it  to  deal  directly  with  the  greatest  possible  number  of 
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consignees  and  consignors?  A.  Yes.  The  figures,  as 
shown  in  this  exhibit,  are  the  result  of  a  definite  policy  on 
the  part  of  American  Airlines  to  make  as  simple  and  ex¬ 
peditious  as  possible  our  ability  to  deal  directly  with  the 
consignee  or  the  consignor. 

Q.  And  specifically  how  has  your  rate  policy  been  di¬ 
rected  at  dealing  directly  with  the  consignee  or  consignor? 
A.  Well,  in  order  to  be  able  to  do  business  with  the  con¬ 
signee  or  the  consignor  and  not  be  dependent  upon  a  third 
party  in  the  development  of  air  freight,  who  might  be  the 
consolidator  or  the  freight  forwarder,  we  have  met  com¬ 
petition  at  the  hundred  pound  level  inasmuch  as  the  prin¬ 
ciples  of  distribution  by  air  mean  that  we  have  to  be  able 
to  deal  with  shippers  who  are  shipping  that  amount  of 
merchandise  in  order  to  have  a  direct  customer-transpor¬ 
tation  company  relationship  with  those  people. 

Q.  Would  you  refer  to  pages  three  through  eight  of  Ex¬ 
hibit  L  of  American  Airlines  which  indicates  the  number  of 
consignees  served  at  off-line  stations  in  the  period  Septem¬ 
ber  16  through  30,  1948  ?  In  what  manner  did  you  provide 
service  to  the  consignees  located  in  off-line  cities? 
31300  A.  Well,  there  are  three  ways  in  which  we  served 
consignees  in  off-line  cities.  One  is  through  inter¬ 
line  shipment  between  two  air  carriers.  As  an  example, 
we  would  serve  consignees  in  Birmingham  through  Eastern 
Airlines  or  Capital  Airlines.  In  Winslow,  Arizona,  for  ex¬ 
ample,  we  would  serve  them  through  TWA.  Santa  Barbara 
through  Southwest  Airlines  or  United  Air  Lines.  Denver, 
we  might  serve  through  Challenger  or  United  or  Conti¬ 
nental.  Throughout,  wherever  air  service  was  provided  to 
an  off-line  point,  we  cooperated  with  the  certificated  car¬ 
riers  serving  that  point  to  develop  interline  freight.  An¬ 
other  very  major  part  of  the  service  to  off-line  points  is 
performed  with  a  transfer  to  truck.  Our  salesmen  are 
equipped  with  general  truck  information  on  a  service  to  and 
from  the  points  surrounding  our  certificated  stops  so  that 
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they  could  generate  freight  moving  from  those  points  to 
the  airline  stop  at  which  we  would  pick  it  up  and  similarly 
so  that  on  the  outbound  freight  they  could  quote  to  the 
ground  transportation  services  from  the  certificated  air¬ 
line  point  to  the  ultimate  destination  of  the  shipper. 

The  third  way  is  by  the  consignee  picking  up  his  own 
shipment,  as  does  happen  on  occasion. 

Q.  On  your  third  example,  you  are  referring  to  the  situa¬ 
tion  where  a  consignee  located  at  an  off-line  point  picks  up 
his  shipment  at  a  certificated  airline  point?  A.  That  is 
correct. 

Q.  Would  you  be  able  to  provide  a  superior  or  more  effi¬ 
cient  freight  service  to  these  consignees  if  you  were  enabled 
to  fly  the  airplane  directly  to  the  city  where  the  con- 
31301  signee  is  located? 

Mr.  Miller:  Mr.  Examiner,  I  object  to  that  as 
being  beyond  the  scope  of  the  Board’s  order  in  this  proceed¬ 
ing.  They  have  asked  for  the  number  of  consignees  and  the 
number  of  consignees  has  been  given.  As  to  the  superiority 
of  this  service  or  another  service  over  some  other  possible 
service,  it  seems  to  me  to  be  clearly  beyond  the  scope  of  the 
Board’s  order. 

Mr.  Lawler :  Mr.  Examiner,  obviously  the  purpose  of  re¬ 
questing  the  number  of  consignees  is  to  compare  the  scope 
of  the  service  of  the  various  groups,  the  limited  service  of 
the  applicants  as  opposed  to  the  -widespread  service  of  the 
intervenors.  I  certainly  think  it  is  relevant  to  a  decision 
on  that  question  as  to  the  worth  of  the  two  services  and  how 
these  consignees  are  served. 

Mr.  Rett :  I  would  like  to  point  out  too  in  Flying  Tigers 
Exhibit  90  there  was  some  statement  in  regard  to  this  par¬ 
ticular  shipment  to  off-line  points. 

Mr.  G  ribbon:  Mr.  Examiner,  we  submit  this  evidence  as 
relevant  and  within  the  scope  of  the  Board’s  order,  as  ex¬ 
planatory  material  going  to  an  understanding  of  the  num- 
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ber  of  consignees  served  during  this  period,  and  we  further 
submit  it  in  the  nature  of  rebuttal  exhibits  to  certain  of  the 
information  submitted  by  the  applicants  with  respect  to 
demand  service. 

Examiner  Cusick:  Does  anyone  else  desire  to  speak? 

Mr.  Meyers:  Mr.  Examiner,  I  likewise  object  for  the  rea¬ 
sons  stated  by  Mr.  Miller. 

Examiner  Cusick:  Well,  we  will  let  the  witness 
31302  answer.  The  objection  is  overruled. 

The  Witness:  I  don’t  think  we  could  materially 

* 

improve  the  service  rendered  to  the  shipper  by  virtue  of 
our  ability  to  operate  directly  into  those  points.  In  the 
first  place,  the  volume  is  not  consistent.  It  is  not  in  suffi¬ 
cient  quantity  in  respect  to  the  majority  of  those  points  to 
provide  any  sound  benefit  to  the  shipper.  There  are  ob¬ 
viously  exceptions  where  the  volume  might  justify  it.  Cer¬ 
tainly  there  has  to  be  some  limitation  to  the  extent  to  which 
you  can  go  in  providing  direct  service  and  we  have  shippers 
who  move  maybe  150  or  200  pounds  two  or  three  times  a 
week  into  some  of  these  off-line  points  where  direct  air  serv¬ 
ice  on  our  part  would  not  be  justified  by  the  volume  of  the 
shipment  and  yet  where  the  development  of  the  interline 
air  service,  the  truck  service,  makes  it  possible  for  us  to 
provide  an  adequate  service  which  creates  that  movement 
and  which  in  the  aggregate  represents  the  total  movement 
that  we  are  moving  in  air  freight  today,  or  a  large  part  of  it. 

By  Mr.  Gribbon: 

Q.  In  the  provision  of  air  freight  service  to  the  cities 
served  by  American  Airlines,  has  it  been  your  experience 
that  the  demand  for  service  is  sporadic  or  relatively 
constant? 

Mr.  Miller :  The  same  objection. 

Examiner  Cusick:  I  think  his  last  answer  was  suffi¬ 
ciently  explanatory,  Mr.  Gribbon. 
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Mr.  Gribbon:  Mr.  Examiner,  this  goes  to  an  entirely 
different  point.  That  was  with  respect  to  the  off-line  cities. 
This  is  a  question  directed  to  the  certificated  cities 

31303  served  by  American  Airlines. 

Mr.  Miller:  Mr.  Examiner,  don’t  the  exhibits 
speak  for  themselves  in  that  connection? 

Examiner  Cusick :  Objection  sustained. 

Mr.  Gribbon:  Mr.  Examiner,  I  submit  that  they  do 
not  speak  for  themselves.  This  is  precisely  what  the  wit¬ 
ness  wants  to  do,  is  to  take  one  of  the  exhibits  and  show  the 
nature  of  the  air  freight  service  to  a  typical  city  served  by 
American.  That  does  not  jump  out  at  you  from  the  exhibits. 
It  has  to  be  pulled  together  from  several  of  them.  That  is 
precisely  what  he  is  doing. 

Examiner  Cusick :  If  he  wants  to  take  one  city  and  just 
illustrate  it,  it  may  save  time.  Let  him  do  it.  Do  you  with¬ 
draw  your  objection  under  those  circumstances? 

Mr.  Miller:  No,  sir. 

Examiner  Cusick :  Then  I  will  reconsider  the  ruling  and 
we  will  overrule  the  objection. 

The  Witness:  The  movement  is  quite  constant.  As  an 
example,  I  ran  an  analysis  on  Boston  to  determine  what 
the  nature  of  the  traffic  was  and  how  constant  it  was.  I 
found  that  during  the  month  of  September  out  of  a  total  of 
66  stations  on  American  Airlines’  system  we  had  occasion 
to  move  freight  in  behalf  of  Boston  shippers  to  59  of  those 
stations.  We  moved  out  of  Boston  a  total  of  2,960  ship¬ 
ments.  Those  shipments  dealt  with  47  different  commodi¬ 
ties.  The  weight  represented  by  those  shipments  was 
672,972  pounds.  662,962  pounds  generated  229,877  ton- 
miles.  The  revenue  derived  from  the  operation  in  Boston 
on  outbound  freight  was  $45,047.93.  The  average  length 
of  haul  per  shipment  was  898.6  miles.  The  average 

31304  weight  per  shipment  was  227.4  pounds.  The  aver¬ 
age  revenue  per  shipment  was  $15.22.  The  average 

return  per  ton-mile  was  19.6  cents.  The  consignors  served 
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by  that  outbound  freight  from  Boston  totalled  377.  287  of 
those  consignors  were  in  the  Boston  pick-up  and  delivery 
area.  90  were  located  outside  of  Boston.  Those  90  con¬ 
signors  located  outside  of  Boston  were  located  in  61  cities 
which  we  served  from  .the  Boston  area. 

In  reference  to  the  inbound  Boston  freight  during  that 
same  period,  we  handled  1,354  shipments  totaling  331,247 
pounds.  Those  shipments  were  received  from  51  American 
Airlines’  stations  serving  319  consignees.  257  of  the  con¬ 
signees  were  located  in  the  Boston  pick-up  and  delivery 
area  and  62  of  the  consignees  were  located  in  Massachusetts, 
Maine,  New  Hampshire,  and  Vermont.  These  consignees 
represented  people,  for  example,  the  lobster  shippers  in 
Maine,  who  were  dependent  upon  a  regular  daily  service 
going  from  Boston  to  points  such  as  Los  Angeles  and  inter¬ 
mediate  points.  The  fish  fillets  which  moved  out  of  Boston 
moved  in  amounts  less  than  a  thousand  pounds,  but  they 
moved  into  points  where  the  consistency  of  the  operation 
must  exist  or  the  consignor  cannot  develop  the  business 
into  the  consignee  points. 

By  Mr.  Gribbon : 

Q.  Was  that  traffic  in  and  out  of  Boston  moved  solely  on 
all-cargo  equipment?  A.  No,  it  was  not.  On  route  18  from 
Boston  during  that  month  we  operated  in  combination  air¬ 
craft  8  DC-3’s,  18  DC-4’s,  and  in  all-cargo  aircraft,  one 
DC-3.  On  route  21  from  Boston  to  Cincinnati,  we  operated 
two  DC-3  combination  aircraft.  On  route  7  from 
31305  Boston  to  Chicago  and  St.  Louis  we  operated  three 
DC-6’s  and  one  DC-4  air  freighter.  Into  Boston  in 
combination  aircraft  on  route  18  we  operated  nine  DC-3’s, 
17  DC-4’s,  and  in  all-cargo  aircraft  one  DC-3  air  freighter. 

On  route  21  we  operated  one  DC-3  combination  aircraft. 
On  route  seven,  three  DC-6  combination  aircraft  and  one 
all-cargo  DC-4. 

*  *  •  •  • 
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Cross  Examination 
By  Mr.  Beitel: 

Q.  Mr.  Sternberg,  does  American  Airlines  carry  air 
parcel  post?  A.  We  do. 

Q.  Does  it  carry  air  parcel  post  in  its  all-freight  air¬ 
planes?  A.  Some,  I  am  sure. 

31306  Q.  Does  it  carry  air  mail  in  its  all-freight  air¬ 
planes?  A.  We  do. 

Q.  Is  air  mail  and  air  parcel  post  given  any  priority 
over  the  shipments  of  air  freight?  A.  They  are. 

Q.  To  what  extent?  A.  They  get  priority.  The  space 
and  weight  directly  provides  for  the  carriage  of  air  mail 
and  air  parcel  post  before  any  other  form  of  traffic. 

Q.  Do  you  off-load  air  freight  because  of  air  parcel 
post?  A.  That  is  a  fine  question,  Mr.  Beitel.  I  look  for¬ 
ward  to  the  day  when  we  are  going  to  have  to  make  that 
decision.  We  have  not  yet  had  to  make  it  because  we  move 
air  mail  and  air  parcel  post  over  such  a  wide  pattern  of 
service,  including  combination  aircraft,  that  it  has  never 
been  concentrated  on  the  freight  operation  to  the  extent 
where  it  has  interferred  with  our  ability  to  move  air 
freight. 

Q.  When  air  freight  is  tendered  to  American  Airlines, 
do  you  at  a  certain  station  transport  that  air  freight  on  the 
next  flight  out  or  do  you  hold  it  for  your  all-cargo  ships? 
A,  No,  we  move  air  freight  in  accordance  with  the  space 
available  on  combination  as  well  as  cargo  ships.  We  would 
prefer,  I  think,  in  most  cases  to  move  air  freight  on  com¬ 
bination  aircraft,  and  do,  when  we  can  equal  or  better  the 
delivery  time  sold  to  the  consignor  or  consignee  as  the  case 
may  be.  We  frequently  better  it  by  moving  it  on  combina¬ 
tion  aircraft. 

31307  Q.  When  you  say  space  available,  if  you  have 
sufficient  weight  or  space  for  a  thousand  pound 

shipment  of  air  freight,  you  can  block  off  two  passenger 
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seats  and  carry  it  on  your  passenger  airplane.  Then  when 
two  passengers  present  themselves  for  carriage  on  that 
airplane,  do  you  give  preference  to  the  passenger  over 
the  freight?  A.  It  isn’t  necessary  to  block  off  the  pas¬ 
senger  seats  as  you  mentioned. 

Q.  Assuming  that  it  is,  Mr.  Sternberg,  for  the  purposes 
of  my  question,  what  would  be  your  answer?  A.  If  we 
chose  to  be  dependent  upon  a  service  in  combination  air¬ 
craft  to  complete  our  air  freight  pattern  and  if  29  out  of  30 
days  or  28  out  of  30  days  or  the  majority  of  the  time  those 
two  seats  would  not  otherwise  be  sold  we  might  block  them 
and  cut  our  allocation  to  passengers  on  a  combination  air¬ 
plane,  say  a  Convair,  to  38  rather  than  40,  which  would 
mean  that  on  occasion  somebody  might  be  refused  because 
we  had  cut  the  allowable  passenger  load  on  that  aircraft 
as  we  frequently  have  to  do  for  air  maiL 

Q.  That  is  what  I  am  getting  at.  Then  you  would  refuse 
to  take  the  passengers  if  the  freight  were  there  first?  A. 
No,  we  don’t  refuse  to  take  the  passengers  because  we  in 
effect  reduce  the  capacity  of  that  aircraft.  We  don’t  refuse 
to  take  that  passenger  any  more  than  we  would  if  the 
forty-first  passenger  came  up  to  get  on  a  40  passenger 
Convair.  We  adjust  the  capacity  of  the  airplane  depending 
upon  the  demand  in  order  to  take  the  best  possible  care  of 
all  forms  of  traffic,  including  passengers,  freight,  air  mail 
and  air  express. 

31308  Q.  Were  you  ever  connected  with  American’s 
contract  air  cargo  division?  A.  I  was  not. 

Q.  The  December  official  airline  guide  shows  flight  809 
operated  into  Hartford.  Is  this  a  C-47  airplane?  A.  It  is 
a  DC-3,  yes,  sir. 

Q.  Is  that  an  all-freight  airplane?  A.  In  December? 
That  is  a  fully  loaded  DC-3  passenger  aircraft. 

Q.  I  am  talking  about  flight  809  which  is  on  your  sched¬ 
ules  under  supplementary  all-cargo  service.  A.  That  is 
correct. 
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Q.  That  is  a  passenger  airplane  ?  A.  Fully  loaded.  In 
other  words,  the  entire  operation  was  conducted  for  air 
freight  for  merchandise,  moving  in  any  form. 

Q.  You  don’t  carry  any  passengers?  A.  No  passengers 
are  sold  on  that  flight. 

Q.  That  serves  Hartford  daily  except  Saturdays  and 
Sundays  now,  is  that  correct?  A.  That  is  correct. 

•  #  •  •  • 

31309 

*  *  •  •  • 

Cross  Examination 
By  Mr.  Rett : 

Q.  Mr.  Sternberg,  you  referred  in  your  direct  testimony 
to  providing  additional  all-cargo  service  to  11  cities  which 
otherwise  didn’t  receive  regularly  scheduled  cargo  service. 
Is  that  correct?  A.  In  September  that  is  correct. 

Q.  Whai  was  the  basis  upon  which  service  was  provided 
to  those  additional  cities?  A.  The  requirements  of  the 
traffic.  We  are  engaged  in  common  carrier  air  freight  busi¬ 
ness  in  all  the  cities  we  serve.  Those  cities  which  do  not 
get  a  daily  exclusive  air  freight  service  have  the  same  de¬ 
gree  of  sales  solicitation  within  them  and  thereby  generate 
freight.  Because  of  the  capacity  in  combination  aircraft, 
we  can  move  very  substantial  amounts  of  that  freight  on 
a  day  in  and  out  basis  without  the  freight  airplane. 

Now,  if,  due  to  an  emergency  shipment  or  the  occasional 
big  shipment  we  see  a  potential  backlog  or  if  we  get  an  out¬ 
size  shipment  which  requires  a  freight  aircraft,  we  can  put 
that  freight  aircraft  into  such  cities  in  order  to  avoid  a 
backlog  of  air  freight  or  to  take  care  of  the  out-size  ship¬ 
ment.  Those  were  the  circumstances  under  which 

31310  those  cities  received  that  service  in  September. 
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Cross  Examination 
By  Mr.  Zapple : 

Q.  What  basis  does  American  use  before  they  schedule 
services  on  all-cargo  flights  to  particular  points?  What 
are  the  minimum  requirements?  A.  The  minimum  re¬ 
quirements  before  an  all-cargo  service  is  scheduled  to  a 
particular  point? 

Q.  Yes.  A.  I  would  say,  Mr.  Zapple,  that  the  potential 
for  traffic  into  or  out  of  that  point  would  be  the  major  con¬ 
sideration.  We  don’t  analyze  our  cargo  operation  entirely 
on  the  basis  of  the  cargo  we  fly  in  the  freight  airplane.  We 
consider  the  total  amount  of  traffic  or  freight  which  will  be 
generated  by  that  operation.  The  nature  of  the  industries 
located  in  that  city  is  another  consideration  because  those 
industries  may  ship  15  per  cent  of  the  freight  which  could 
not  be  moved  in  combination  aircraft,  but  we  have  found 
by  experience  that  that  15  per  cent  controls  about  50  to  60 
per  cent  of  the  total  amount  of  traffic  which  moves.  That 
is  a  major  consideration  in  scheduling  freight  aircraft. 

Q.  After  you  schedule  an  all-cargo  service  to  a  particular 
point,  must  there  be  minimum  requirements  met  so  far  as 
potential  is  concerned  in  order  to  maintain  that  schedule? 
A.  In  order  to  determine  what  the  requirement  was  you 
would  have  to  analyze  the  freight  plane  on  the  basis  of  the 
freight  it  moved  in  that  plane  alone.  As  I  just 
31311  pointed  out,  the  total  amount  of  freight  which 
moves  over  the  route  generated  by  the  existence  of 
that  plane  is  in  our  opinion  the  major  consideration  and  the 
majority  of  that  may  and  does  move  in  combination  air¬ 
craft.  I  think  a  good  example  of  that  is  our  Los  Angeles 
operation  where  we  have  generated  in  recent  months  half 
a  million  pounds  a  month  moving  eastbound.  By  far  the 
majority  of  that  will  move  in  combination  aircraft.  If  we 
were  to  consider  the  operation  of  the  freighter  alone,  we 
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might  say  that  it  wasn’t  justified,  but  we  know  that  we  could 
never  have  generated  that  freight  without  the  freight 
operation.  Because  the  freighter  is  put  in  to  develop  the 
potential  and  because  the  freight  moves  on  combination 
aircraft  as  well  as  freight  planes,  I  know  of  no  case  off¬ 
hand  where  we  have  said  the  operation  of  the  freighter 
was  not  justified  after  the  initial  inception  of  the  service. 

Q.  In  reference  to  those  11  points  to  which  you  did  ren¬ 
der  regular  all-cargo  service,  specifically  why  did  you 
render  all-cargo  service  to  those  points?  Was  it  because  of 
the  type  of  the  shipment,  the  size  of  the  shipment  or  what? 
A.  I  have  a  few  notes  on  the  reasons  why  we  did  it.  I  think 
probably  if  I  refer  to  those  I  can  tell  you.  Here  are  some 
typical  examples  why  we  put  all-cargo  service  recently  into 
some  of  these  cities.  We  recently  were  informed  that  the 
Bendix  Products  Company  out  in  Los  Angeles  had  to  have 
aluminum  to  keep  their  production  lines  going.  We  were 
requested  by  two  of  the  biggest  aluminum  producers  in  the 
country  to  move  planeloads  of  freight  from  points  which 
did  not  have  freight  service  into  Los  Angeles  to  avoid  a 
shutdown  of  the  line. 

31312  We  moved  a  planeload  of  freight  from  Knoxville, 
which  does  not  have  a  freight  service,  but  which 
received  a  freight  service  on  that  day  to  Los  Angeles,  and 
another  one  from  Memphis,  which  again  does  not  have  a 
freight  service,  to  Los  Angeles  in  order  to  keep  the  pro¬ 
duction  line  going.  We  have  operated  a  freight  plane  from 
Nashville,  which  does  not  have  freight  service  to  Bridge¬ 
port  for  the  purpose  of  handling  18,000  pounds  of  shoe 
machinery.  We  have  got  another  example  of  the  aluminum 
business  here,  again  a  planeload  from  Memphis  to  Los 
Angeles.  We  had  a  power  plant  breakdown  in  Dallas  which 
required  us  to  move  a  planeload  of  generator  parts  to 
General  Electric’s  plant  and  the  only  way  to  do  it  was  to 
serve  a  city  which  did  not  receive  an  all-cargo  service. 

Q.  Supposing  I  put  the  question  this  way:  Assuming  I 
were  a  shipper  and  I  had  a  large  motor  that  weighed  three 
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thousand  pounds  at  Nashville.  Would  you  then  send  in  an 
all-cargo  plane  to  take  that  to  another  point  on  your  sys¬ 
tem?  A.  Assuming  that  that  motor  could  not  be  loaded 
in  combination  aircraft  because  of  its  size  and  weight,  yes. 
You  would  get  a  DC-4  air  freighter  in  there  as  a  re-routed 
operation  and  we  would  have  your  shipment  bandied  to 
another  point  on  the  system. 

Q.  Likewise,  assume  I  use  a  thousand  pound  motor  that 
wouldn’t  fit  into  your  combination  plane.  You  would  route 
an  all-cargo  freighter  into  that  point?  A.  We  actually 
don’t  have  any  minimum.  We  have  never  found  a  require¬ 
ment  for  a  minimum.  We  have  got  sufficient  capacity  in 
combination  aircraft  through  all  of  these  cities  to 
31313  take  care  of  any  reasonable  increase,  sporadically, 
in  the  movement  of  freight.  When  you  get  the  cir¬ 
cumstances  which  require  the  all-freight  plane,  it  is  either 
because  you  have  got  this  unusually  large  shipment  which, 
as  you  said,  is  three  thousand  pounds,  which  is  probably 
average,  or  you  have  got  an  out-size  shipment  which  simply 
by  virtue  of  the  fact  that  it  is  out-size  is  also  heavy  enough 
to  justify  the  operation.  We  have  moved  the  planes  in  there 
when  required. 

There  is  another  factor  which  our  combination  aircraft 
creates  but  which  makes  it  a  very  practical  proposition. 
That  is  because  the  capacity  in  combination  aircraft  as¬ 
sures  a  continuing  selling  effort  for  freight  moving  in  and 
out  of  that  city.  We  have  some  freight  rather  than  a  com¬ 
plete  absence  of  freight  to  be  put  in  the  airplane  after  we 
off-load  the  part  or  to  move  in  in  order  to  pick  up  the  part. 

Q.  On  your  direct  examination  you  gave  the  results  of 
the  survey  that  you  conducted  at  Boston,  Massachusetts, 
relating  to  consignees  and  consignors,  as  I  understand  it. 
A.  This  little  study  we  made  on  the  character  of  the  busi¬ 
ness  at  Boston,  yes,  sir. 

Q.  Did  you  conduct  any  such  studies  at  any  other  points 
on  your  system?  A.  Not  to  that  extent.  I  simply  checked 
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it  against  certain  other  points  such  as  Milwaukee,  for  ex¬ 
ample,  where  we  found  that  in  a  one  month  period  we 
moved  199  shipments  totaling  19,342  pounds  out  and  we 
served  59  consignees  on  inbound  freight.  In  Scranton  and 
Wilkes-Barre  where  we  do  not  have  a  freight  service  as  we 
do  not  in  Milwaukee,  we  had  135  shipments  outbound  with 
17,775  pounds  and  we  served  25  consignees  on  the 

31314  inbound. 

Now,  that  indicates  about  the  same  degree  of 
balance  in  the  business  and  we  assume  without  the  de¬ 
tailed  study  that  the  other  factors — we  know,  as  a  matter 
of  fact,  by  our  experience  in  the  other  cities,  that  the  other 
factors  are  about  the  same. 

Q.  Would  it  be  a  fair  characterization  for  me  to  state 
that  Boston  is  typical  ?  A.  I  would  think  it  is,  yes. 

•  •  •  •  • 

William  M.  Dickman 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Gribbon: 

Q.  Will  you  give  your  name  and  present  employment  to 
the  reporter,  Mr.  Dickman?  A.  William  M.  Dickman, 
senior  analyst,  regulatory  proceedings,  American  Airlines. 
I  have  been  with  American  Airlines  since  January  of  1946. 
Q.  Where  were  you  employed  prior  to  January,  1946, 
Mr.  Dickman?  A.  I  was  approximately  five  years 

31315  in  the  Army,  three  years  devoted  to  the  Transpor¬ 
tation  Corps.  Before  that,  I  was  with  the  Montana 

State  Railroad  Commission  as  supervisor  of  the  Montana 
Traffic  Survey  which  is  a  survey  of  statistics  and  rates, 
railroad  and  trucking  rates  for  the  State  of  Montana. 

Q.  Mr.  Dickman,  were  the  exhibits  of  American  Airlines 
previously  identified  in  this  proceeding  prepared  under 
vour  direction  and  supervision?  A.  Yes. 

Q.  Have  you  any  corrections  to  make  to  those  exhibits? 
A.  Yes,  sir,  I  have. 
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31317  Cross  Examination 

By  Mr.  Miller : 

Q.  Mr.  Diekman,  directing  attention  to  part  H  of  Vol¬ 
ume  1,  item  number  two  on  that  page  shows  ton-miles  air 
freight,  1,785,005.  Now,  in  order  to  save  time  I  would  like 
to  direct  attention  to  a  like  figure  in  part  H  of  Volume 
3  and  part  K  of  volume  3,  H  being  for  September,  1948, 
and  K  being  for  October,  1948.  A.  Is  that  part  H  of 
Volume  3? 

Q.  Yes.  As  I  understand  it,  those  figures  in  each  case 
are  taken  from  your  Form  41  reports  on  file  with  the 
Board.  Is  that  correct?  A.  Yes,  sir. 

Q.  Do  they  include  any  international  business?  A. 
They  include  the  domestic  haul  of  the  international  busi¬ 
ness. 

•  •  •  •  • 

31321 

•  •  •  •  • 

Q.  Mr.  Diekman,  directing  attention  to  parts  D  and  E 
of  Volume  1,  the  same  parts  of  Volume  3,  at  the  end  of 
each  of  those  exhibits  is  shown  an  average  return  figure 
in  cents  per  ton-mile.  Those  average  returns  in  each  in¬ 
stance  are  the  result  of  two  different  tariffs  and  two  dif¬ 
ferent  tariff  levels  of  rates,  are  they  not?  A.  You 

31322  are  comparing  October  of  1947  with  September  of 
1948? 

Q.  No,  in  each  case  the  average  return  in  revenue  per 
ton-mile  is  the  result  of  two  different  tariff  levels,  two 
different  tariffs  and  two  different  sets  of  rates,  is  that 
not  correct?  A.  I  would  say  two  or  more,  maybe. 

•  •  •  •  • 

31323 

•  *  •  •  • 

Q.  Yes.  You  have  the  Johnson  tariff  which  was  effective 
August  1st,  1947,  and  which  is  still  effective  as  to  certain 
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points  served  by  American  Airlines.  Is  that  not  correct? 
Is  that  correct?  A.  Yes,  sir. 

Q.  Then  you  have  other  tariffs  subsequently  filed  by 
American  Airlines  which  superseded  the  Johnson  tariff  as 
applied  to  certain  other  points,  is  that  not  correct?  A. 
On  certain  commodities.  The  Deichler  tariff  published  spe¬ 
cific  commodity  rates  between  specific  or  from  and  to  spe¬ 
cific  points. 

•  *  •  •  • 

31326 

•  #  •  •  • 

Cross  Examination 

By  Mr.  Meyers: 

•  ♦  •  •  • 

31327  Q.  Do  your  statistics  show  the  total  available 
capacity  of  your  combination  planes  less  the  actual 

freight  carried  in  them?  A.  Is  there  anything  in  here  that 
shows  that? 

Q.  Yes.  A.  Payload  available  on  all-cargo.  On  combina¬ 
tion  they  don’t  show  it. 

•  •  #  •  ♦ 

31334 

•  *  #  •  • 

Paul  H.  Brattain 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Moye: 

Q.  Will  you  give  your  name  and  address  to  the  reporter, 
please?  A.  Paul  H.  Brattain,  New  York  City. 

•  *  *  •  • 

31336  Q.  Mr.  Brattain,  do  the  traffic  tonnage  figures 
shown  in  Eastern’s  exhibits  require  further  ex¬ 
planation  by  you?  A.  Yes.  Those  figures  are  significant 
only  if  considered  in  relation  to  the  surrounding  circum¬ 
stances  such  as  the  number  of  schedules  offered,  the  equip- 
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men t  used,  the  load  factors  on  that  equipment,  the  seasonal 
characteristics  of  Eastern’s  routes,  the  sales  and  develop¬ 
ment  efforts  expended,  etc. 

•  •  •  •  • 

31337 

i  t  •  •  • 

The  Witness:  As  Eastern’s  exhibits  show,  a  large  part 
of  the  tonnage  in  each  of  the  months  for  which  information 
has  been  supplied  was  carried  in  combination  equipment, 
that  is,  equipment  which  also  carried  passengers.  In  Oc¬ 
tober,  1947,  Eastern  also  operated  one  C-54  aircraft  and 
two  C-47  aircraft  exclusively  devoted  to  its  cargo  services. 
To  anticipate  possible  questions,  I  might  point  out  that 
those  aircraft  also  carried  air  mail.  During  July,  1948, 
Eastern  operated,  in  addition  to  its  combination  schedules, 
one  C-54  and  two  C-47’s,  all-cargo  aircraft.  Eastern  in  the 
late  spring  of  this  year  commenced  an  overhaul  program 
whereby  each  of  its  DC-4’s  was  to  receive  a  major  overhaul 
by  Douglas  at  Santa  Monica.  The  four  all-cargo  aircraft 
were  the  first  ones  to  come  out  of  overhaul  and  Eastern 
was  able  to  expand  its  all-cargo  schedules  to  one  daily 
round  trip  between  Boston  and  Miami  via  New  York, 
Washington  and  Atlanta,  one  daily  round  trip  between 
Detroit  and  Atlanta  via  Cleveland,  Akron,  Charlotte,  and 
a  third  daily  round  trip  between  Chicago  and  Atlanta  via 
Indianapolis,  Louisville  and  Nashville. 

The  schedules  remained  in  effect  through  September  14, 
1948.  On  September  15,  1948,  Eastern  substantially  in¬ 
creased  its  all-cargo  schedules  as  follows: 

One  C-54  round  trip  schedule  between  Boston  and 

31338  Miami  via  Providence,  New  York,  Washington  and 
Atlanta;  one  C-54  schedule  between  Detroit  and 

Houston  via  Cleveland,  Akron,  Charlotte,  Atlanta,  Bir¬ 
mingham  and  New  Orleans;  one  C-54  all-cargo  schedule 
between  Chicago  and  Atlanta  via  Indianapolis,  Louisville 
and  Nashville,  and  one  C-47  schedule  between  New  York 
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and  Atlanta  via  Philadelphia,  Baltimore,  Washington, 
Richmond  and  Raleigh-Durham.  During  each  of  these 
months  in  question  Eastern  also  carried  a  considerable 
volume  of  air  freight  on  its  Constellation  cargo  Speedpaks. 

By  Mr.  Move: 

Q.  Mr.  Brattain,  you  stated  that  the  tonnage  data  sub¬ 
mitted  by  Eastern  should  be  considered  in  relation  to  the 
load  factors  on  the  equipment  used.  The  Board  also  has 
requested  Eastern  to  furnish  information  as  to  the  load 
factors  on  its  all-cargo  aircraft  and  the  cargo  tonnage 
carried  in  combination  aircraft.  Eastern  has  supplied  this 
information.  Will  you  explain  the  significance  of  the  data 
which  Eastern  has  furnished?  A.  During  October,  1947, 
Eastern  had  an  average  northbound  load  factor  of  31.4  per 
cent  and  southbound,  72.9  per  cent,  an  over-all  average  of 
55.7  per  cent  load  factor  on  its  all-cargo  aircraft,  the  high¬ 
est  load  factor  it  has  since  experienced  in  all-cargo  planes. 

During  that  month  Eastern  also  carried  482,609  ton- 
miles  of  air  freight  in  combination  equipment.  The  reason 
for  that  abnormal  cargo  traffic,  of  course,  was  the  REA 
strike  which  forced  into  air  freight  service  much  traffic 
which  otherwise  would  have  moved  by  Railway  Express. 

In  July,  1948,  Eastern  had  an  average  northbound 
31339  load  factor  on  an  all-cargo  aircraft  of  9.1  per  cent. 

In  September,  1948,  one  of  13  per  cent  and  one  of 
11.2  per  cent  in  October  of  1948.  The  corresponding  south¬ 
bound  load  factors  in  these  months  were  47.2  per  cent  in 
July  of  1948,  45.6  per  cent  in  September,  and  48.8  per  cent 
in  October,  1948. 

•  •  •  •  • 

The  Witness:  These  load  factor  figures  include  air  ex¬ 
press  and  air  mail  which  Eastern  was  unable  to  segregate 
from  the  air  freight  carried  in  the  same  planes.  I  think 
this  type  of  load  factor  is  more  significant  than  one  which 
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includes  only  freight  for  the  reason  that  it  indicates  avail¬ 
ability  or  available  capacity,  whereas  the  other  would  not. 
Over-all  load  factors  of  29  per  cent,  29.9  per  cent,  and  30.7 
per  cent  in  all-cargo  aircraft  certainly  indicates  that  East¬ 
ern  has  operated  sufficient  capacity  in  each  of  the  months 
in  question  amply  to  handle  any  air  freight  which  required 
the  use  of  all-cargo  aircraft  and  also  indicates  an  ability 
to  handle  in  the  future  a  much  larger  volume  of  air  freight 
traffic  on  all  cargo  aircraft  than  Eastern  has  carried  in  the 
past.  I  think  the  figures  showing  the  number  of  cargo  ton- 
miles  carried  on  combination  equipment  are  espe- 

31340  cially  significant.  As  you  will  note  from  page  one 
of  our  exhibits,  Eastern  carried  the  following 

freight  ton-miles  on  combination  equipment: 

October,  1947,  482,609  ton-miles;  July,  1948,  278,796  ton- 
miles;  September,  1948,  380,871  ton-miles.  The  relation¬ 
ship  of  the  ton-miles  of  freight  carried  on  combination 
equipment  to  total  freight  ton-miles  is  as  follows: 
October,  1947,  95.3  per  cent. 

•  •  •  •  • 

The  Witness :  In  September,  1948,  71.1  per  cent.  As  you 
will  note,  we  have  carried  an  increasing  proportion  of  air 
freight  on  all-cargo  aircraft.  This  is  only  natural  in  view 
of  the  increasing  proportion  of  our  fleet  represented  by 
all-cargo  aircraft  and  the  fact  that  there  is,  of  course,  a 
substantial  volume  of  bulkier  freight  which  best  can  be  ac¬ 
commodated  in  all-cargo  aircraft.  However,  it  is 

31341  most  significant  that  the  great  proportion  of  our 
air  freight  has  continued  throughout  to  move  in 

combination  aircraft.  It  cannot  be  said  that  this  is  due  to 
unavailability  of  all-cargo  aircraft,  for  as  I  have  described 
previously,  Eastern  has  saturated  its  territory  with  all- 
cargo  schedules  and  the  load  factors  on  those  schedules 
have  indicated  Eastern’s  capacity  to  move  a  greater 
amount  of  freight  on  all-cargo  schedules  than  it  actually 
has  moved.  Rather  I  attribute  the  large  volume  of  freight 
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which  Eastern  has  moved  on  combination  aircraft  to  the 
following  factors : 

The  first,  and  probably  the  most  important  factor,  is  the 
volume  of  freight  generated  in  the  smaller  cities  along 
Eastern’s  system.  These  smaller  cities  normally  are  not 
capable  of  generating  large  volumes  of  freight  at  any  one 
time.  They  do  produce  a  regular  flow  of  freight  in  smaller 
volumes  than  would  support  all-cargo  aircraft.  By  pro¬ 
viding  these  cities  with  a  regular  dependable  air  freight 
service,  based  on  the  cargo  capacity  of  its  combination 
aircraft,  Eastern  has  produced  at  such  smaller  cities  a 
substantial  volume  of  air  freight. 

Another  very  important  reason  underlying  the  large 
volume  of  freight  which  Eastern  has  moved  on  combination 
aircraft  is  the  demand  for  speed  from  air  freight  shippers. 

•  #  •  •  • 

31343 

•  •  •  •  • 

The  Witness:  Another  very  important  reason  under¬ 
lying  the  large  volume  of  freight  which  Eastern  has  moved 
on  combination  aircraft  is  the  demand  for  speed  from  air 
freight  shippers.  The  most  popular  hours  of  air  freight 
shipment  are  from  dusk  to  dawn  and  overnight  delivery. 
Eastern’s  cargo  schedules  have  been  designed  with  this  in 
mind.  However,  as  we  all  know,  it  is  desirable  that  a  large 
proportion  of  air  freight  be  moved  as  rapidly  as  possible 
without  regard  to  overnight  delivery,  designed  for  purely 
commercial  users  of  air  freight.  For  example,  Eastern  has 
carried  a  large  volume  of  the  classification  “Live  Animals” 
in  each  of  the  months  for  which  it  has  submitted  data. 

5,756  ton  miles  in  October,  1947,  8,377  ton-miles  in 

31344  July,  1948,  and  11,595  ton-miles  in  September,  1948. 

It  would  obviously  be  foolish  to  hold  live  animals 

until  evening  in  order  to  ship  them  out  on  an  all-cargo 
schedule  if  they  were  received  during  the  day.  Extra 
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watering  and  feeding  would  be  added  to  the  cost  of  handl¬ 
ing,  so  that  live  animals  are  shipped  out  on  the  first  avail¬ 
able  plane  capable  of  accommodating  them,  be  it  combina¬ 
tion  or  cargo. 

•  •  #  •  • 

31345 

•  •  •  •  • 

The  Witness:  There  are  other  categories  of  air  freight 
also  carried  by  Eastern  which  would  not  be  held  for 
evening  or  all-cargo  schedules,  such  as  perishables,  valu¬ 
able  metals,  tropical  fish,  drugs,  biologicals,  medicines  and 
so  on.  We  find  very  often  that  our  customers  desire  that 
freight  which  ordinarily  might  move  satisfactorily  at  night 
be  moved  during  the  day,  if  possible.  For  example,  a  de¬ 
partment  store  in  Miami  might  be  receiving  style  goods 
from  New  York  which  it  wants  on  the  floor  the  next  morn¬ 
ing  at  opening.  Very  often  such  stores  have  their  stocks 
set  up  on  the  evening  before  and  their  windows  trimmed  so 
as  to  be  ready  for  the  next  day’s  opening. 

In  situations  such  as  this  it  is  desirable,  if  possible,  that 
merchandise  be  moved  during  the  day.  We  can,  for  ex¬ 
ample,  put  merchandise  received  at  the  airport  in  New 
York  as  late  as  two  p.  m.  in  Miami  by  7  p.  m.  in  time  to  be 
placed  on  the  floor  that  evening.  This  factor  also  accounts 
in  part  for  the  large  volume  of  freight  which  Eastern  has 
carried  on  its  combination  equipment. 

31347 

•  •  #  •  • 

Q.  Mr.  Brattain,  are  these  representative  months,  the 
months  of  October,  1947,  July,  1948,  and  September,  1948, 
in  Eastern’s  air  freight  development?  A.  Yes,  they  are 
representative  and  indicate  the  trend  of  development  which 
Eastern  intends  to  continue  as  a  sustained  development  of 
air  cargo  or  air  freight. 

Q.  Mr.  Brattain,  do  you  have  any  figures  which  would 
show  the  relative  development  or  increase  of  Eastern’s 
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air  freight  traffic  for  any  representative  period  in  1948  as 
against  a  representative  period  for  1947? 

31349 

•  *  •  •  • 

Examiner  Cusick :  Continue,  Mr.  Brattain. 

The  Witness:  During  the  seven  months  period  ending 
July  31, 1948,  Eastern  carried  a  total  of  7,092,553  pounds  of 
air  freight  for  a  total  of  3,017,443  ton-miles  as  compared 
with  2,102,334  pounds  and  889,420  ton-miles  during  that 
same  period  of  1947,  nearly  a  four-fold  increase  in  only 
one  year. 

By  Mr.  Move: 

Q.  Mr.  Brattain,  will  you  explain  the  freight  volumes 
which  Eastern  has  developed  during  the  months  in  ques¬ 
tion  in  terms  of  the  seasonal  and  other  characteristics  of 
Eastern’s  routes  ?  A.  It  is  obvious  to  me  that  the  Board,  in 
requiring  comparable  information  from  the  applicants  and 
established  carriers  during  the  past  year,  intended  to  make 
comparisons  of  the  achievements  during  that  period  of  the 
various  carriers. 

•  •  •  •  • 

31351 

•  t  i  •  • 

The  Witness:  However,  it  would  not  be  proper  to  com¬ 
pare  Eastern’s  efforts  in  the  north-south  air  freight  picture 
wdth  those  of  the  transcontinental  carriers  and  applicants 
such  as  American,  United  and  Slick. 

One  of  the  most  obvious  things  about  the  air  freight 
picture  is  that  the  air  freight  potential  varies  directly  with 
the  length  of  haul. 

•  •  •  •  • 

Examiner  Cusick :  Certainly  the  Board  can  take  judicial 
notice  of  its  own  mileage  book.  The  Board  is  acquainted 
with  the  length  of  Eastern’s  routes  and  they  are  acquainted 
with  the  length  of  the  trancontinental  routes. 
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With  respect  to  the  potential,  the  potential  is  not  in 
issue  here. 

Mr.  Moye:  The  freight  that  actually  has  moved  is  in 
issue.  When  we  say  potential,  we  are  referring  to 
31352  it  in  terms  of  the  freight  which  has  moved  here,  po¬ 
tential  as  shown  by  existing  traffic,  existing  sur¬ 
veyed  traffic. 

Examiner  Cusick:  You  have  the  figures  here.  They 
speak  for  themselves. 

Mr.  Moye :  That  is  right.  I  think  we  are  entitled  to  ex¬ 
plain  why  Eastern’s  figures  here  may  not  be  as  high  as 
those  of  a  transcontinental  operator  because  of  the  route 
structure. 

Examiner  Cusick:  What  difference  would  that  make  to 
the  issues  in  this  case? 

Mr.  Moye:  It  explains  the  data  which  Eastern  has,  the 
potential  which  Eastern  has  available  to  it  and  shows  to 
the  Board  what  these  figures  mean. 

Mr.  Bishop :  Mr.  Examiner,  may  we  clarify  something  at 
least  on  our  position  ?  I  think  Mr.  Moye  is  confusing  some 
of  the  things  that  were  legitimate  as  cross  examination  of 
testimony  under  other  branches  of  this  order,  but  as  I 
understand  it,  the  certificated  carriers  as  distinguished 
from  the  broader  questions  the  Board  asked  of  the  non- 
certificated  carriers  are  not  asked  for  or  entitled  to  ex¬ 
planation. 

I  mention  this  on  the  record  so  that  you  will  not  think 
that  Public  Counsel  is  inconsistent.  Some  of  the  questions 
that  are  being  asked  now  were  asked  by  Public  Counsel  as 
to  these  applicants,  but  we  felt  that  we  were  not  entitled, 
surely,  to  ask  them  on  direct  and  questionably  even  on 
cross  with  reference  to  the  certificated  carriers. 

We  mention  this  because  that  seems  to  be  the  root  of 
Mr.  Moye’s  confusion  here. 

Mr.  Moye :  May  I  point  out  that  it  was  my  understanding 
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of  procedure  before  the  Civil  Aeronautics  Board 

31353  and  before  Federal  Courts  that  cross  examination 
was  limited  to  direct  examination  and  that  any 

question  which  is  proper  on  cross  examination  automatic¬ 
ally  is  proper  on  direct  examination. 

Mr.  Bishop :  That  is  why  I  mention  that  we  entered  into 
our  cross  examination,  Mr.  Examiner,  as  to  the  non-certifi- 
cated  carriers  herein,  or  I  should  say  the  applicants,  on 
matters  which  were  much  broader  under  the  Board’s  order 
than  that.  That  seems  to  be  lost  sight  of  here  and  I  don’t 
want  Public  Counsel,  at  least,  to  be  considered  inconsistent. 

Mr.  Move:  As  I  understood  it,  public  convenience  and 
necessity  and  potential  weren’t  in  issue  any  more  as  to  the 
applicants  than  to  the  intervenors. 

Examiner  Cusick:  Is  there  a  question  pending? 

Mr.  Move :  I  believe  I  had  asked  Mr.  Brattain  to  explain 
the  freight  volume  figures  shown  in  Eastern’s  figures  in 
terms  of  seasonal  and  other  characteristics  of  Eastern’s 
routes  and  he  was  making  such  explanation.  Other  char¬ 
acteristics  would  mean  it  is  short  haul  characteristics,  for 
example. 

Examiner  Cusick:  And  there  was  an  objection. 

Mr.  Beitel :  There  was  an  objection  as  to  Mr.  Brattain’s 
discussing  the  potential  air  freight  available  along  the 
routes. 

Mr.  Meyers :  Mr.  Brattain  testified  to  a  great  extent  in 
the  original  hearing  on  these  very  points. 

Examiner  Cusick :  These  were  conclusively  gone  into  in 
the  original  hearing. 

•  •  •  •  • 

31354 

i  i  i  •  i 

Q.  Mr.  Brattain,  will  you  explain  the  traffic  carried  by 
Eastern  in  terms  of  the  seasonal  variations  on  Eastern’s 
system?  A.  The  freight  traffic  potential  in  Eastern’s 
territory  is  subject  to  pronounced  seasonal  variations  just 
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as  Eastern’s  passenger  business.  This  has  not  become 
readily  apparent  as  yet  because  of  the  continuous  growth 
of  Eastern’s  air  freight  service  which  makes  it  difficult  to 
isolate  its  seasonal  characteristics.  I  hope  that  the  Board 
will  carefully  compare  Eastern’s  air  freight  performance 
during  the  past  year  with  that  of  such  applicants  as  also 
have  operated  to  the  extent  that  they  have  operated  in  a 
north-south  direction  such  as  Willis  and  U.  S. 

•  *  •  •  • 

31355 

•  #  •  *  • 

Q.  Mr.  Brattain,  will  you  explain  the  traffic  development 
indicated  in  Eastern’s  exhibits  in  relationship  to  the  rates 
which  have  been  offered  by  Eastern  and  the  other  carriers? 
A.  The  great  bulk  of  the  freight  carried  by  Eastern  during 
the  months  for  which  data  has  been  submitted  has  been 
under  Eastern’s  official  tariff  filed  to  take  effect  August 
1,  1947,  designed  to  yield  from  23  and  a  half  to  19  and  a 
half  cents  a  ton-mile. 

Eastern  also  issued  on  June  28,  1948,  to  take  effect 
August  1,  1948,  a  northbound  commodity  tariff  on  fresh 
fruits  and  vegetables  designed  to  yield  16  cents  per  ton- 
mile,  but  very  little  traffic  has  moved  under  this  tariff. 

A  substantial  amount  of  what  little  traffic  development 
has  been  done  by  the  applicants  in  the  territories  served  by 
Eastern  can,  in  my  opinion,  be  attributed  to  their  cut  rates. 

Mr.  Miller:  Mr.  Examiner,  I  object  to  that  and  move  it 
be  stricken. 

Examiner  Cusick:  That  last  statement  by  the  witness 
will  be  stricken.  Objection  sustained. 

Mr.  Moye :  Mr.  Examiner,  it  seems  to  me  that  that  state¬ 
ment  goes  directly  to  the  ability  of  the  applicants.  If  they 
moved  freight  under  cut  rates  in  the  past,  that  tends  to 
prove  that  they  will  not  be  able  to  move  traffic  at  the 
higher  rates  which  have  been  set  by  the  Board. 
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31356  As  I  read  the  order,  it  is  not  limited  to  such  data 
as  the  applicants  may  wish  to  put  into  the  record 

concerning  their  fitness,  willingness  and  ability,  but  on  the 
contrary  it  says  “receiving  in  evidence  with  respect  to  each 
non-certificated  applicant”  data  with  respect  to  fitness,  will¬ 
ingness  and  ability,  and  it  seems  to  me  perfectly  proper  for 
Eastern  to  put  into  the  record  such  data  in  the  form  of 
testimony  by  its  chief  traffic  executive  wiio  has  knowledge 
of  the  operations  and  of  the  rates  of  those  applicants. 

Examiner  Cusick:  Your  position  will  be  noted  on  the 
record.  The  same  ruling. 

Mr.  Lear:  Mr.  Examiner,  I  would  like  to  point  out  that 
Eastern  is  not  a  non-certificated  applicant. 

Examiner  Cusick :  There  has  been  a  ruling  on  it,  unless 
you  have  anything  further  to  state  for  the  record,  Mr. 
Lear. 

Mr.  Bishop:  Mr.  Examiner,  I  would  like  to  raise  a  note 
of  caution  here.  I  hadn’t  given  the  thing  thought  as  to 
perhaps  joining  Mr.  Move’s  position  here.  Is  this  offered 
as  rebuttal  evidence  as  to  the  fitness  and  willingness  and 
if  so,  is  it  contended  that  it  is  data  bearing  upon  the  present 
fitness? 

Mr.  Moye :  I  think  certainly  it  goes  to  that  point.  He  is 
testifying  about  the  rates  in  the  other  people’s  territory. 
Mr.  Bishop :  I  had  finished. 

Mr.  Moye:  Mr.  Examiner,  may  I  make  a  further  state¬ 
ment? 

If  you  will  examine  U.  S.’s  exhibits  and  also  Willis’ 
exhibits,  and  will  recall  the  testimony  by  their  witnesses, 
they  testified  to  the  rate  war  which  forced  them  out  of 
operation.  We  want  to  show  that  on  the  contrary 

31357  such  a  rate  war  in  the  territory  in  which  Eastern 
has  operated  and  in  which  they  also  operated  to 

some  slight  extent  never  existed  and  therefore  that  is  no 
excuse  so  far  as  they  are  concerned.  I  think  Mr.  Brattain’s 
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testimony  on  this  subject  is  certainly  in  rebuttal  to  that 
type  of  evidence  which  was  presented  by  them. 

Mr.  Beitel :  The  record  shows  that  the  witnesses  of  U.  S. 
Airlines  at  no  time  contended  that  Eastern  Airlines  had 
reduced  rates  to  an  uneconomic  level.  The  record  also 
contains  all  of  the  rates  charged  during  the  period  under 
investigation  and  we  object  to  the  question. 

Examiner  Cusick:  Did  you  have  a  statement,  Mr.  Miller? 

Mr.  Miller:  No,  other  than  to  point  out  that  all  of  the 
tariffs  of  all  of  the  parties,  applicants  and  certificated,  are 
a  matter  of  record  in  this  proceeding,  as  I  understand  it, 
and  speak  for  themselves.  We  don’t  need  the  conclusions 
of  this  witness  any  more  than  any  other  witness  with  re¬ 
spect  to  those  tariffs. 

Mr.  Rett:  Just  a  minute.  Mr.  Miller’s  witnesses  drew 
various  conclusions  from  those  tariffs  in  their  testimony. 

Examiner  Cusick:  The  same  ruling. 

Mr.  Miller:  That  was  on  cross  examination. 

Examiner  Cusick:  Same  ruling.  The  objection  is  sus¬ 
tained. 

By  Mr.  Moye: 

Q.  Mr.  Brattain,  are  you  familiar  with  the  rates  which 
have  been  charged  by  certain  of  the  non-certificated  car¬ 
riers  which  have  been  operated  in  competition  with  East¬ 
ern,  such  as  Willis  and  U.  S.  and,  if  so,  what  are 
31358  those  rates?  A.  Willis’  exhibits  in  this  proceeding 
show  yields  as  low  as  11.3  cents  per  ton-mile  in 
October,  1947,  13.3  cents  per  ton-mile  in  March,  1948,  and 
13  cents  per  ton-mile  in  July,  1948,  and  15.6  cents  per  ton- 
mile  on  human  remains,  which  usually  carry  a  high  pre¬ 
mium  rate,  in  September,  1948. 

U.  S.’s  tariffs  are  designed  to  yield  18%  cents  per  ton- 
mile  for  one  hundred  pound  shipments,  reducing  to  16.8 
per  ton-mile  for  3,000  pound  shipments,  as  was  testified  by 
one  of  its  witnesses.  These  rates,  of  course,  are  below 
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Eastern’s  by  a  considerable  amount.  It  would  have  been 
surprising  if  they  had  not  carried  some  traffic  at  these  rates, 
regardless  of  the  type  of  service  provided. 

•  *  •  •  • 

Cross  Examination 
By  Mr.  Beitel: 

Q.  Mr.  Brattain,  in  answer  to  the  last  question  on  direct 
you  stated  that  the  tariff  of  U.  S.  Airlines  was  based  upon 
18%  cents  for  100  pounds  to  16.8  cents  for  3,000  pounds 
as  testified  to  by  one  of  its  witnesses.  Which  witness  of 
U.  S.  Airlines  testified  to  that?  A.  Mr.  McDuffee. 
31359  Q.  Did  you  hear  Mr.  McDuffee’s  testimony?  A. 
No,  I  did  not. 

Q.  Have  you  made  any  independent  calculation  of  the 
rates  of  U.  S.  Airlines?  A.  No,  I  have  not. 

Q.  You  have  relied  entirely  for  your  knowledge  upon  the 
testimony  which  Mr.  McDuffee  has  given?  A.  That  is 
right. 

Q.  If  the  record  should  show  that  Mr.  McDuffee  testified 
to  the  contrary,  you  want  your  testimony  to  be  the  same  as 
his,  do  you  not?  A.  Yes,  I  am  not  challenging  the  record 
at  all.  How  else  could  I  get  the  information? 

Q.  Does  the  official  airline  guide  show  all  of  Eastern’s 
all-cargo  schedules  which  are  now  being  operated?  A.  I 
am  not  sure  of  that. 

Q.  You  do  upon  occasion  operate  a  so-called  demand  ser¬ 
vice,  do  you  not?  A.  What  do  you  mean  by  demand  ser¬ 
vice? 

Q.  In  other  words,  you  will  supply  an  airplane  into  a 
point  to  pick  up  6,000  pounds  of  freight?  A.  A  flag  stop? 
Yes. 

Q.  No,  I  don’t  mean  a  flag  stop.  I  mean  just  a  demand 
service.  If  somebody  has  6,000  pounds  to  ship —  A.  And 
the  equipment  is  available,  yes,  surely. 
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Q.  You  will  fly  it  in  there?  A.  Surely. 

Q.  And  make  a  special  movement  for  it,  not  a  flag  stop? 
A.  Well,  you  mean  a  charter  off-line? 

31360  Q.  What  is  the  difference  between  a  special 
movement  which  Eastern  makes  and  flag  stop  ?  A. 

A  special  movement  might  be  utilization  of  equipment  be¬ 
tween  schedules  which  becomes  available  for  a  special 
movement.  A  flag  stop  would  be  an  extra  large  shipment 
to  a  point  not  scheduled  for  service  by  that  flight. 

Q.  If  you  have  a  demand  for  6,000  pounds  of  air  freight 
to  be  moved  out  of  Charleston,  West  Virginia,  you  will 
send  an  airplane  in  there  and  pick  it  up,  will  you  not?  A. 
It  all  depends. 

Q.  Depends  upon  what?  A.  Depends  upon  whether  the 
equipment  is  available  and  a  lot  of  things. 

Q.  What  else  besides  equipment  available?  A.  Eastern 
Airlines  doesn’t  have  airplanes  setting  around  so  that  if 
someone  calls  they  can  just  send  an  airplane  in  for  it,  either 
for  passengers  or  cargo. 

Q.  Yet  Eastern  has  advertised,  has  it  not,  that  it  does 
have  cargo  airplanes  available  at  times  for  special  move¬ 
ments  of  6,000  to  19,000  pounds?  A.  At  times,  yes.  When 
it  is  possible  to  utilize  that  equipment  which  otherwise 
would  be  idle. 

Q.  If  there  is  a  shipper  in  Charleston,  West  Virginia, 
who  has  6,000  pounds  available  for  shipment  by  air  freight, 
does  Eastern  refuse  to  accept  that  shipment  if  it  does  not 
have  an  airplane  available  at  that  time?  A.  If  Eastern 
does  not  have  an  airplane  available?  How  could  Eastern 
carry  it  if  it  doesn’t  have  an  airplane  to  carry  it  in? 

31361  Q.  Do  you  refuse  to  accept  the  shipment  then? 
A.  Can  the  shipment  be  carried  on  a  regular 

schedule? 

Q.  I  am  asking  you.  A.  Well,  I  am  asking  you.  You 
put  the  question  to  me.  You  say  do  we  refuse  it.  We  are 
certainly  not  going  to  refuse  it  if  there  is  any  way  hu¬ 
manly  possible  that  we  can  carry  it. 
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Q.  When  Eastern  advertises  that  Eastern  cargo  planes 
with  capacities  from  6,000  to  19,000  pounds  are  available 
at  times  for  special  movements,  what  does  that  mean?  A. 
May  I  see  the  advertising  that  you  are  speaking  about? 

Mr.  Beitel:  I  don’t  think  this  will  be  an  exhibit,  Mr. 
Examiner.  Should  it  be  marked  for  identification? 

Examiner  Cusick:  We  will  mark  it  for  identification. 

Mr.  Beitel :  It  is  a  postal  card  addressed  to  an  addresse 
in  Charleston,  West  Virginia. 

Examiner  Cusick :  The  card  will  be  marked  for  identifi¬ 
cation  as  U.  S. — -A. 

(The  document  referred  to  was  marked  Exhibit  US — A 
for  identification.) 

31362  The  Witness:  That  is  just  promotion.  How  are 
you  going  to  develop  air  cargo  if  you  don’t  tell  your 
potential  customers  that  the  capacity  of  those  airplanes  is 
available  ? 

Examiner  Cusick:  You  just  answer  the  questions,  Mr. 
Brattain. 

By  Mr.  Beitel: 

Q.  I  would  like  to  have  an  answer  to  my  question,  Mr. 
Brattain.  What  does  that  mean?  Does  it  mean  nothing 
except  that  you  have  airplanes  available  to  carry  freight? 
Is  that  all  it  means?  A  This  does  not  say  that.  It  says  all 
Eastern  Airlines  flights  out  of  Charleston  carry  air  cargo 
and  in  addition  to  all  of  those  flights,  Eastern  cargo  planes 
with  capacities  from  six  thousand  to  nineteen  thousand 
pounds  are  available  at  times  for  special  movements. 

Q.  What  is  the  difference  between  a  special  movement 
and  a  flag  stop?  A.  A  lot  of  difference.  That  special 
movement  at  times  means  exactly  as  I  said.  If  the  airplane 
is  available  and  someone  needs  that  airplane  at  that  time 


3077 


Excerpts  from  Testimony  of  Paul  H .  Br attain 

that  it  is  available,  then  at  that  time  it  is  available,  just  as 
it  says  in  plain  English. 

Q.  Suppose  someone  needs  the  airplane  and  it  is  not 
available! 

Examiner  Cusick:  You  just  can’t  serve  them,  is  that 
right  ? 

The  Witness :  That  is  right,  you  can’t  serve  them. 

By  Mr.  Beitel: 

Q.  You  don’t  serve  them,  is  that  right?  A.  Cer- 
31363  tainly  not.  We  don’t  serve  them  on  that  special 
flight. 

Q.  How  does  the  flag  stop  service  work?  A.  A  flag  stop 
is  simply  that  the  airplane  may  not  be  scheduled  to  stop  in 
a  particular  city  because  of  the  fact  that  there  is  not  suffi¬ 
cient  daily  load.  Occasionally  a  large  load  develops.  It  is 
right  on  the  route  and  the  airplane  is  flagged  in  and  takes 
the  load  to  that  stop. 

Q.  What  is  the  air  freight  capacity  of  the  combination 
equipment  which  you  operate  into  Lake  Charles,  Louisi¬ 
ana?  A.  You  have  got  me. 

Mr.  Beitel:  Could  that  be  reserved? 

Mr.  Moye :  Mr.  Examiner,  I  don’t  think  there  is  any  need 
to  reserve  it.  Mr.  Brattain  testified  as  to  the  cargo  capacity 
of  our  combination  planes  at  the  earlier  hearing  in  this 
proceeding  and  I  think  that  that  informaton  probably  will 
stand.  I  forget  what  the  capacity  figures  are  but  they  are 
of  record  here.  I  think  maybe  I  can  refer  you  to  them. 

The  Witness:  I  think  it  is  fifteen  hundred  pounds  for  a 
DC-3  and  four  thousand  pounds  for  a  DC-4  if  they  are 
flying  loaded  with  passengers.  That  is  for  a  full  load,  of 
course. 

Mr.  Moye :  The  record  will  show  that  that  is  with  a  full 
load  and  it  will  show  what  the  figures  are. 

Examiner  Cusick:  Those  are  merely  the  estimated 
figures  subject  to  check? 
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Mr.  Move :  That  is  right. 

By  Mr.  Beitel: 

i  Q.  And  then  if  that  space  is  available  on  a  flag  stop,  you 
land  your  plane  to  take  on  additional  freight,  is  that  cor¬ 
rect?  Is  that  what  your  flag  stop  service  means? 

31364  A.  We  haven’t  any  planes  that  there  isn’t  space 
available  on.  With  an  eleven  or  twelve  percent 

load  factor  we  will  stop  for  it.  There  will  be  space  avail¬ 
able,  plenty  of  it. 

Q.  And  if  the  shipment  exceeds  the  fifteen  hundred 
pound  capacity  of  your  combination  airplane,  how  do  you 
handle  that  shipment?  A.  We  didn’t  have  to  flag  just  a 
DC-3.  We  could  flag  a  DC-4  or  a  pure  cargo  ship, 
i  Q.  What  would  you  flag  on  a  shipment  from  Chicago  to 
Charlotte,  North  Carolina,  a  DC-4  if  you  had  a  two  thou¬ 
sand  pound  shipment?  A.  What  ever  the  traffic  depart¬ 
ment  and  cargo  department  worked  out.  I  would  not  know 
sitting  here  what  we  would  flag.  That  is  a  question  of 
scheduling  and  a  question  of  setting  the  procedure  up 
which  is  not  something  you  can  pick  out  of  a  hat. 

Q.  Where  does  that  airplane  come  from?  It  is  not  oper¬ 
ated  on  your  regular  Charlotte-Chicago  service?  A.  From 
where  to  where? 

Q.  From  Chicago  to  Charlotte.  A.  From  Chicago  to 
Charlotte? 

Q.  Two  thousand  pound  shipments.  A.  There  are  DC-4’s 
from  Chicago  to  Atlanta  and  DC-4’s  from  Atlanta  to  Char¬ 
lotte. 

Q.  I  didn’t  get  the  answer.  A.  I  said  there  is  a  whole 
cargo  plane  operating  from  Chicago  to  Atlanta  and  there  is 
a  cargo  plane  operating  from  Atlanta  to  New  York  via 
Charlotte  with  connections  or  transfer  at  Atlanta. 

31365  Q.  Then  you  would  flag  stop  the  DC-4  that  was 
operated  on  one  of  those  two  flights,  is  that  cor¬ 
rect?  A.  There  isn’t  any  flag  stop  necessary  on  that.  That 
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would  be  Chicago  to  Atlanta  direct  on  the  regular  schedule 
and  a  transfer  to  a  flight  northbound  out  of  Atlanta  for 
Charlotte. 

Q.  Oh,  you  would  ship  it  down  to  Atlanta  and  then  ship 
it  back  north  to  Charlotte?  A.  Yes. 

Q.  That  would  be  usual  in  cases  of  that  type  ?  A.  Why, 
sure.  We  have  nine  planes  on  the  ground  at  Atlanta  at  one 
time  to  transfer  passengers,  mail  and  cargo  going  in  all 
directions.  That  is  not  anything  new  in  transportation. 

Q.  But  that  delays  the  shipment,  doesn’t  it?  A.  Sure,  it 
delays  it  long  enough  to  transfer  it  over. 

Q.  If  you  get  a  seven  thousand  pound  shipment  out  of 
Greensboro  of  air  freight,  how  do  you  handle  that  on  your 
flights?  Is  that  a  flag  stop  service  or  is  that  a  special  move¬ 
ment  service?  A.  I  don’t  know  what  we  do  with  a  seven 
thousand  pound  shipment  out  of  Greensboro  because  you 
would  have  to  tell  me  the  time  of  day  and  whether  there  is 
a  flight  going  over  there. 

Q.  I  am  referring  to  what  is  reported  in  the  exhibits 
that  you  carried  in  September,  1948  between  Greensboro 
and  New  York.  There  is  one  shipment  of  145  pieces  aggre¬ 
gating  648  pounds.  A.  Greensboro  is  on  the  New  York- 
Atlanta  run.  There  is  plenty  of  service  between  New  York 
and  Atlanta. 

31366  Q.  Then  you  would  probably  break  up  that  ship¬ 
ment.  There  are  145  pieces  in  one  shipment  so  you 
would  probably  break  it  up  and  ship  it  on  various  planes. 
Is  that  what  you  would  do?  A.  Probably. 

Q.  That  would  result  in  some  delay  of  the  complete  ship¬ 
ment,  would  it  not?  A.  No,  it  would  not  be  any  delay  to 
speak  of  because  there  is  a  frequency  of  service  through 
there  such  that  there  would  be  plenty  of  service.  As  a 
matter  of  fact,  you  would  start  it  out  before  the  close  of  the 
business  day  on  the  combination  flight  so  it  probably  would 
get  in  ahead  of  time  rather  than  wait  for  a  flight  that  came 
through  at  night. 
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Q.  You  testified,  did  you  not,  that  it  was  your  policy  to 
ship  the  freight  out  on  the  next  available  plane?  A.  That 
is  right. 

Q.  Do  you  ever  off  load  air  freight  because  of  carrying 
airmail  or  air  parcel  post  or  air  express?  A.  Some  day  I 
hope  to  reach  that.  We  haven’t  yet. 

Q.  Do  you  have  any  policy  with  respect  to  that  in  the 
event  that  situation  occurs?  A.  No,  we  are  just  trying  to 
build  up  so  we  can  face  that  calamity.  We  are  soliciting  as 
hard  as  we  can. 

•  •  *  •  * 

31372 

J.  W.  Moore 
•  •  *  •  • 

Direct  Examination 
By  Mr.  Move: 

Q.  Will  you  give  your  name  and  address  to  the  reporter, 
please,  Mr.  Moore?  A.  J.  W.  Moore,  New  York  City. 

Q.  You  are  Assistant  Secretary  and  Assistant  Treas¬ 
urer  of  Eastern  Airlines,  Incorporated?  A.  That  is  cor¬ 
rect. 

Q.  You  have  previously  testified  in  this  proceeding, 
have  you  not,  Mr.  Moore?  A.  I  have. 

'  Q.  Mr.  Moore,  were  Eastern’s  exhibits  in  this  proceed¬ 
ing  previously  identified  as  contained  in  pages  1  through 
DF  and  2  through  180  prepared  under  your  supervision 
and  direction?  A.  That  is  correct. 

Q.  Are  they  true  and  correct  to  the  best  of  your  knowl¬ 
edge  and  belief?  A.  As  far  as  I  know  they  are  correct, 
although  they  were  prepared  in  quite  a  rush  and  it  re¬ 
quired  a  new’  machine  run  and  a  new  tabulation  of  cards 
so  that  it  is  quite  possible  that  there  are  errors  in  it.  We 
haven’t  had  a  chance  to  check  it. 

Q.  Mr.  Moore,  pages  1  through  1-C  of  Eastern’s  ex¬ 
hibits  show’  the  load  factors  on  Eastern’s  all-cargo  air¬ 
craft  for  the  months  of  October,  1947,  July,  1948, 

31373  and  September,  1948.  Do  you  have  any  informa¬ 
tion  which  you  wish  to  contribute  concerning  these 
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pages  of  Eastern’s  exhibits?  A.  I  just  want  to  point  out 
as  Mr.  Brattain  did  that  they  also  include,  the  load  fac¬ 
tors  include  the  complete  loads  of  cargo,  mail  and  ex¬ 
press. 

Q.  Mr.  Moore,  pages  1-E  and  1-F  of  Eastern’s  exhibits 
indicate  the  number  of  consignees  at  each  point  served  by 
Eastern.  Do  you  have  any  comment  on  those  pages  of  East¬ 
ern’s  exhibit?  A.  The  figures  for  these  exhibits  were  ob¬ 
tained  from  a  poll  taken  at  the  individual  stations.  As  a  con¬ 
sequence  in  some  instances  we  were  not  able  to  get  com¬ 
plete  information  from  the  stations.  Some  stations,  you 
will  note,  have  no  figures  entered.  Others  have  “NA” 
which  means  not  available  for  the  particular  period. 

In  some  cases  the  stations  informed  us  that  the  only 
records  they  were  able  to  use  for  those  prior  months  were 
records  of  the  delivery  receipts  to  the  cartage  agent.  As  a 
consequence,  in  some  cases  these  totals  do  not  include 
consignees  who  picked  up  their  own  freight  at  the  airport. 

Q.  Mr.  Moore,  Eastern’s  procedure  in  obtaining  the  in¬ 
formation  in  that  fashion  from  the  stations  direct  rather 
than  making  a  count  at  Eastern’s  home  office  was  due  to 
lack  of  time,  was  it  not?  A.  That  is  correct. 

Q.  With  those  explanations,  then,  Mr.  Moore,  are  East¬ 
ern’s  exhibits  true  and  correct  to  the  best  of  your  knowl¬ 
edge  and  belief?  A.  To  the  best  of  my  knowl- 
31374  edge,  yes. 

•  •  •  •  • 

Cross  Examination 

By  Mr.  Beitel: 

Q.  Mr.  Moore,  in  Exhibit  1-B,  how  many  of  the  con¬ 
signees  are  freight  forwarders?  A.  It  is  E  on  the  revised 
exhibits.  We  have  no  record  of  how  many  are  freight  for¬ 
warders.  As  far  as  these  records  are  concerned,  a  freight 
forwarder  is  a  consignee. 
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Q.  You  mean  Eastern  has  no  records  at  all  of  the 
amount  of  business  it  does  with  forwarders?  A.  I  say 
we  have  no  records  here.  In  obtaining  this  information  w’e 
didn’t  specify  that. 

Q.  You  made  no  attempt  to  find  that  out?  A.  That  is 
right. 

Q.  Do  you  know  yourself?  A.  Off-hand,  no. 

Q.  Do  you  know  if  any  of  them  are  forwarders?  A.  1 
am  sure  they  are,  yes,  sir. 

•  •  •  •  • 

31375 

•  •  *  •  • 

Q.  In  your  41  reports,  in  the  figures  shown  in  Exhibit 
1-D,  and  in  the  figures  Mr.  Brattain  gave  us  with  respect 
to  the  seven  months  ended  July  1948,  do  those  ton-miles 
include  any  freight  carried  by  Eastern  Airlines  in  inter¬ 
national  shipments?  A.  Yes.  We  have,  as  you  know,  in 
the  41  reports,  27  reports,  domestic  and  foreign,  the  for¬ 
eign  including  the  Miami  to  San  Juan.  In  EAL  exhibits 
in  this  case  we  have  included  both  domestic  and  foreign 
as  one  picture. 

31382 

•  •  *  •  • 

Robert  E.  Whitmer 

•  •  •  •  • 

Direct  Examination 
By  Mr.  Lawler: 

Q.  Will  you  state  your  name  for  the  record,  please? 
A.  Robert  E.  Whitmer. 

Q.  When  did  you  join  TWA?  A.  August  15, 

31383  1929. 

Q.  What  is  your  present  position?  A.  Manager 
of  cargo  sales. 

Q.  Did  you  testify  in  this  case  previously?  A.  I  did. 

Q.  The  record  in  the  original  proceeding  contains  a  bio- 
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graphical  sketch  of  your  experience  with  the  company? 
A.  That  is  right. 

Q.  Were  these  exhibits  prepared  under  your  supervi¬ 
sion  and  are  they  correct  to  the  best  of  your  knowledge  and 
belief?  A.  Yes,  sir. 

Q.  Will  you  turn  to  Exhibit  1,  please?  A.  I  would  like 
to  make  one  explanation  on  these  exhibits  that  to  the  ex¬ 
tent  that  they  were  prepared  in  a  hurry  we  have  not  double 
checked  all  the  figures  and  we  have  found  a  few  typograph¬ 
ical  errors.  If  there  are  any  particular  errors  in  there 
that  the  applicants  or  Public  Counsel  want  verified  we  are 
in  a  position  to  do  that. 

Q.  Exhibit  1  is  an  exhibit  on  the  commodity  directional 
flow  for  three  months,  isn’t  it?  A.  That  is  correct,  115 
pages. 

Q.  What  traffic  is  included  in  this  survey?  A.  This  en¬ 
tire  exhibit  for  three  months  has  four  or  five  items  I  should 
like  to  emphasize  which  perhaps  will  save  time  later  on. 

Number  1,  there  is  no  domestic  portion  of  any  inter¬ 
national  traffic  in  these  figures. 

Q.  Is  there  any  international  portion  of  any  interna¬ 
tional  traffic?  A.  No.  There  is  no  company  material  in 
any  of  these  figures.  These  figures  do  include 
31384  interline  all  the  way  to  destination  that  originate 
on  TWA.  They  exclude  interline  that  originate  off 
TWA.  That  is,  there  is  no  TWA  portion  of  an  interline 
shipment  that  originates  off  line  but  they  do  include  the 
off-line  portion  of  an  interline  shipment  that  originates 
on  TWA.  The  reason  for  that  is  that  this  exhibit  was 
made  up  in  accordance  with  the  Board’s  request  for  the 
air  freight  case  and  we  followed  the  same  pattern  here  be¬ 
cause  a  lot  of  the  work  was  originally  finished. 

Actual  weights  are  used.  There  is  no  billed  weight. 
This  is  the  actual  weight  all  the  way  through.  In  all  cases 
in  calculating  mileage  between  points  the  non-stop  route 


30S4 


Excerpts  from  Testimony  of  Robert  E .  Whitmer 

mileage  was  used,  not  actual  flown  mileage  but  non-stop 
route  mileage. 

Q.  Are  the  shipments  referred  to  under  the  code  “s” 
actual  shipments?  A.  Yes,  number  of  shipments  and  the 
tons  and  ton-miles.  Incidentally,  this  exhibit  was  taken 
from  an  IBM  run-off. 

Q.  You  stated  that  the  shortest  non-stop  routing  was 
used  to  compute  ton-miles.  Will  you  take  a  Philadelphia- 
Pittsburgh  flight  and  tell  us  how*  you  would  compute  the 
Philadelphia-Pittsburgh  ton-miles?  A.  Well,  it  is  possi¬ 
ble  for  a  flight  Philadelphia  to  Pittsburgh  to  operate  three 
or  four  different  routes.  Maybe  via  Allentown  or  Harris¬ 
burg.  In  all  Philadelphia-Pittsburgh  shipments,  regard¬ 
less  of  how’  the  flight  operated,  the  shortest  non-stop 
mileage  is  used. 

Q.  Page  2  gives  a  break-down  of  the  various  areas.  The 
same  break-down  applies  to  all  the  following  ex- 
31385  hibits?  A.  That  is  right,  all  the  way  through  Ex¬ 
hibit  No.  1.  I  want  to  point  out  first  that  in  the 
beginning  of  each  month  we  have  a  summary  for  you  so  you 
don’t  have  to  worry  about  adding  up  totals,  etc.  The  first 
page  of  each  month  shows  a  complete  summary  between 
the  various  regions.  However,  if  you  notice  it  all  other 
points  in  many  cases  are  very  high  and  that  is  because  we 
used  again  the  break-down  requested  by  the  Board  and 
we  have  several  rather  important  TWA  studies  such  as 
St.  Louis-Kansas  City  that  are  not  included  in  what  wTould 
normally  be  called  the  central  area. 

Therefore,  they  were  thrown  in  total  other  points.  Page 
2  of  115  gives  the  detail  break-down  of  each  state  and 
city  that  was  used  in  these  respective  areas. 

Q.  In  October,  1947,  what  tariff  did  TWA  have  in  effect, 
do  you  know?  A.  We  had  the  Johnson  Tariff  and  we  had 
some  specific  commodity  tariffs.  The  Johnson  Tariff  aver¬ 
aged  about  twenty  cents  a  ton-mile. 

Q.  Page  42  of  Exhibit  1.  Now,  this  sheet  shows  the  sum¬ 
mary  for  the  month  of  July,  does  it  not?  A.  Yes,  sir. 
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Q.  What  tariff  did  we  have  in  effect  in  the  month  of 
July,  1948?  A.  We  also  had  the  Johnson  Tariff  then. 
That  is  when  the  minimum  rate  order  came  in  and  speci¬ 
fic  commodity  rates  between  certain  selected  cities.  The 
* 

Johnson  Tariff  was  still  on  an  average  of  about  twenty 

cents  a  ton-mile  and  the  commoditv  rates  were  based  on 

* 

an  average  of  approximately  sixteen  cents  a  ton- 
31386  mile. 

Q.  Did  you  have  any  rates  at  the  permissible 
minimum?  A.  No. 

Q.  Did  you  have  any  volume  breaks  in  the  July  tariff? 
A.  Nothing  above  the  one  hundred  pound  rate. 

Q.  Page  78  indicates  the  summary  for  September,  1948, 
does  it  not?  A.  Yes,  sir. 

Q.  In  September,  1948,  what  tariff  was  in  effect?  A. 
The  same  tariff  as  julv. 

Q.  In  other  words,  a  general  commodity  twenty  cent 
tariff  with  a  few  specific  commodity  tariffs  at  sixteen 
cents.  A.  That  is  correct. 

Q.  Turn  to  Exhibit  2,  please.  This  exhibit  shows  the 
number  of  consignees  served  by  TWA,  does  it  not?  A. 
Yes,  sir.  This  exhibit  is  not  made  up,  I  noticed  after  ex¬ 
amining  some  of  the  comparable  exhibits,  on  the  same 
basis  as  the  few  vre  have  already  seen.  This  shows  the 
number  of  consignees  served  from  each  TWA  station.  For 
example,  the  top  line,  September,  1948,  the  right-hand 
column,  indicates  that  from  Boston  we  served  70  con¬ 
signees  to  our  on-line  stations  and  twenty  consignees  to 
our  off-line  stations  so  each  one  of  the  figures  in  the  re¬ 
spective  figures  in  the  lines  across  indicate  the  consignees 
served  from  a  station,  not  at  that  station. 

Q.  However,  the  total  number  of  consignees  would  show 
the  total  number  of  consignees  served,  is  that  right?  A. 
Yes. 

Q.  Were  these  consignees  counted  only  once,  no  matter 
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how  many  shipments?  A.  There  is  no  duplica- 

31387  tion.  Whenever  we  found  a  consignee  had  more 
than  one  shipment  in  this  period  we  only  counted 

him  once. 

Q.  Have  you  any  break-down  of  the  number  of  consign¬ 
ees  who  were  forwarders  ?  A.  Xo,  sir,  we  do  not. 

Q.  I  notice  there  are  some  cities  in  here  which  show 
blank.  Do  you  believe  that  that  is  accurate  in  its  entirety? 
A.  No,  this  happens  to  be  one  exhibit  where  we  compiled 
this  from  a  manual  count  of  our  air  bills.  As  a  matter 
of  fact,  we  counted  somewhat  over  thirteen  thousand  air 
bills.  I  am  quite  positive  that  we  must  have  missed  some 
counts.  We  noticed  a  later  exhibit,  for  example,  that  would 
show  that  some  poundage  actually  originated  at  Prescott 
while  this  exhibit  would  indicate  that  we  did  not  serve 
any  consignee  from  Prescott. 

I  feel  quite  certain  we  have  inadvertently  overlooked 
a  few  but  they  would  be  negligible. 

Q.  Have  you  any  comment  to  make  on  the  relative  pro¬ 
portion  of  off-line  and  on-line  consignees?  A.  Yes.  These 
figures  show  a  very  definite  development  of  off-line  traffic 
which  has  been  one  of  TWA’s  concepts  of  the  air  freight 
activity  to  encourage  and  do  a  constructive  development 
job  on  interline  business. 

As  a  matter  of  fact,  the  totals  for  September  indicate 
that  nearly  one  third  of  our  traffic  in  consignees  served — 
of  course  we  haven’t  the  number  of  shipments  but  consign¬ 
ees  served — is  interline  traffic.  As  rebuttal  to  some  of 
Capital’s  testimony  I  should  like  to  point  out  that  merely 
because  you  have — 

31388  Mr.  Miller:  Excuse  me.  I  didn’t  understand 
that. 

The  Witness:  I  say  as  rebuttal  to  Capital’s  testimony 
I  want  to  emphasize  that  merely  because  you  have  a  high 
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interline  transfer  at  a  particular  point  is  not  a  particular 
justification  for  an  extension  of  routes. 

By  Mr.  Lawler: 

Q.  In  other  words,  a  carrier  'which  is  normally  develop¬ 
ing  a  wide  market  would  naturally  have  a  good  many  inter¬ 
line  transfers?  A.  Yes,  sir.  It  is  a  healthy  way  to  develop 
the  business. 

Q.  In  other  words,  the  fact  that  Capital  Airlines  had 
twenty-five  percent  of  its  traffic  interline  is  no  indication 
of  a  need  for  a  route.  A.  That  is  right. 

Q.  How  many  freight  planes  does  TWA  have?  A.  We 
own  eight  C-47’s. 

Q.  How  many  of  those  are  used  in  cargo  operations? 
A.  At  this  particular  period  we  are  now  scheduling  about 
five  and  a  half  and  for  the  December  rush  we  will  put  in 
another  one  and  a  half.  We  will  be  utilizing  about  seven 
of  those  planes  by  December,  within  a  few  days. 

Q.  TWA’s  freight  schedules  are  shown  in  the  official 
guide  of  the  airways?  A.  No,  sir. 

Q.  Are  they  on  file  with  the  CAB?  A.  Oh,  yes. 

Q.  Why  are  they  not  shown  in  the  official  guide  to  the 
airways?  A.  We  have  never  shown  our  freight 
31389  schedules  in  the  official  guide.  Perhaps  w’e  did  at 
one  time  but  we  haven’t  for  a  long  time.  Nor  do 
we  show  our  freight  schedules  on  our  system  timetable. 
We  do,  however,  issue  to  our  own  employees  in  memoran¬ 
dum  form  for  shipper’s  convenience  the  schedules  of  the 
cargo  planes. 

We  haven’t  found  it  particularly  necessary  to  publicize 
the  air  freight  schedules. 

Q.  Have  you  found  it  makes  much  difference  to  the 
shipper  who  wishes  to  ship  over  TWA  what  particular 
plane  it  goes  on?  A.  No,  a  shipper  does  not  know  or  care 
whether  the  shipment  moves  on  a  DC-3,  a  Boeing,  on  a 
Constellation  or  a  cargo  plane.  When  he  tenders  a  ship¬ 
ment  to  TWA  it  is  the  service  he  is  interested  in. 
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Q.  What  are  the  present  set  schedules  of  TWA’s  cargo 
planes!  A.  T  will  read  our  current  schedules  to  you. 
"Westbound  we  have  a  flight  791,  Newark-Pittsburgh-Dav- 
ton-Cincinnati-St.  Louis-Kansas  City. 

Flight  793,  Xewark-Philadelphia-Pittsburgh-Chicago- 
Kansas  City.  Flight  -1361,  Newark-Philadelphia-Pitts- 
burgh-Dayton-Indianapolis-Kansas  City. 

Flights  791  and  4361  connect  with  Flight  4361,  Kansas 
City- Wichita- Albuquerque-Los  Angeles.  791  makes  direct 
connections  with  this  flight,  4361. 

Eastbound,  coming  out  of  Los  Angeles,  flight  4050,  Los 
Angeles-Phoenix-Albuquerque-Wichita-Kansas  City-St. 
Louis-Indianapolis-Columbus-Pittsburgh-Newark.  Also 
eastbound  flight  4040,  Kansas  City-Peoria-Chicago- 
31390  Davton-Pittsburgh-New  York.  Also  flight  4028, 
Kansas  City-Chicago-South  Bend-Fort  Wayne-Day- 
ton-Philadelphia-New  York. 

Your  basic  pattern  is  one  daily  transcontinental  and 
two  daily  Kansas  City-New  York  flights.  These  flights 
operate  five  days  a  week. 

Q.  Are  points  other  than  those  regularly  scheduled 
served  by  TWA  by  its  all-cargo  equipment!  A.  Yes,  sir, 
at  one  time  or  another  we  probably  serve  nearly  all  of  our 
stations  with  all-cargo  equipment. 

Q.  When  do  you  spot  in  cargo  craft  at  points  other 
than  these  cargo  stops!  A.  There  is  no  particular  time 
or  rule  or  regulation  we  use.  It  is  merely  put  in  there  to 
augment  the  passenger  schedules  when  we  can  accommo¬ 
date  cargo  that  otherwise  could  not  be  handled  on  the  pas¬ 
senger  equipment. 

Q.  Do  you  have  any  minimum  requirement!  A.  No,  be¬ 
cause  normally  if  you  have  a  shipment  that  can  not  be 
handled  on  passenger  equipment  it  is  usually  large  enough 
to  justify  going  in  for  it  if  you  have  the  space  and  the  time. 

Q.  In  addition  to  these  all-cargo  flights,  of  course  every 
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point  on  TWA’s  system  receives  daily  service  with  com¬ 
bination  craft,  does  it  not?  A.  Certainly. 

Q.  Do  you  believe  that  there  is  a  need  for  both  services? 
A.  I  very  definitely  do.  As  a  matter  of  fact,  we  have  found 
that  our  high  frequency  of  service  offered  by  pas- 

31391  senger  schedules  is  as  attractive  to  shippers  as  to 
passengers. 

Q.  Suppose  you  have  a  two  thousand  pound  shipment 
at  Louisville  for  Amarillo  which  was  tendered  to  you. 
What  would  you  do  with  it?  A.  We  would  first  attempt 
to  accommodate  it  on  the  passenger  flight.  Tf  it  could  not 
be  accommodated  on  the  passenger  flight,  our  load  control 
would  investigate  the  possibilities  of  putting  a  cargo 
flight  in  there.  If  there  was  adequate  time  in  our  schedule 
and  adequate  space  on  board  we  would  go  in  and  pick  it 
up. 

If  there  wasn’t  we  simply  would  not  handle  the  shipment. 
We  have  to  be  practical  about  these  things. 

Q.  You  would  attempt  to  put  it  on  the  first  available 
flight?  A.  Certainly. 

Q.  Do  you  ever  off-load  air  freight  for  passengers  and 
mail?  A.  Yes,  it  has  been  done;  not  very  often.  Mail 
does  carry  a  priority  over  air  freight.  Our  average  pas¬ 
senger  capacity  on  DC-3’s  at  present  on  the  system  is  nine 
and  it  hasn’t  been  over  ten  for  quite  a  while. 

With  load  factors  like  that  your  occasions  to  off-load 
are  pretty  few  and  far  between. 

Q.  I  believe  you  stated  capacity.  The  plane  has  a  larger 
capacity,  isn’t  that  right?  A.  I  am  sorry,  the  average  pas¬ 
senger  load  on  board  our  system  DC-3’s  in  nine.  Maybe 
nine  and  a  half.  It  is  not  over  ten. 

Q.  Do  you  normally  specifically  block  off  passenger 
space  on  certain  flights?  A.  We  do  have  certain 

31392  flights  that  we  constantly  block  passenger  space 
for  cargo.  As  a  matter  of  fact,  during  December 

on  several  of  the  Constellation  flights  we  will  have  the  en¬ 
tire  front  compartment  blocked  out. 
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Q.  On  these  flights  you  are  talking  about,  are  these 
regular  flights?  A.  Oh,  yes,  regularly  scheduled  flights. 

Q.  When  do  they  normally  operate?  A.  Well,  for  ex¬ 
ample,  we  have  the  night  Boeings  blocked  off  between  New 
York  and  Chicago.  The  entire  front  compartment  is  used 
for  cargo.  They  are  flights  where  history  has  indicated 
the  cargo  is  extremely  high  and  perhaps  the  passenger 
demand  is  not  as  high. 

Q.  Will  you  turn  to  Exhibit  3,  please.  What  does  the 
second  column  in  Exhibit  3  refer  to?  A.  This  is  our  aver¬ 
age  length  of  haul  in  the  second  column  of  total  miles, 
merely  the  number  of  shipments  and  the  miles  to  get  the 
average  length  of  haul.  We  merely  indicated  those  two 
shipments  to  show  the  method  of  calculation  of  the  aver¬ 
age  length  of  haul. 

Q.  The  second  column  is  not  ton-miles?  A.  Oh,  no,  it 
is  miles,  not  ton-miles. 

Q.  Have  you  any  comment  to  make  on  the  relative 
heights  of  traffic  in  October,  July  and  September?  A. 
Well,  we  are  aware  that  October  is  a  rather  abnormal 
month  because  of  the  REA  strike.  July  is  normally  a 
low  month  in  shipping. 

Of  course  you  show  quite  an  increase  between  July  and 
September,  -which  is  the  normal  trend.  I  think 
31393  September  in  all  of  these  exhibits  is  probably  the 
most  representative  month. 

Q.  Turn  to  Exhibit  5,  please.  This  exhibit  shows  the 
load  factors  in  TWA’s  all-cargo  service,  does  it  not?  A. 
Yes,  sir.  Exhibit  5  shows  both  the  total  load  factor  and 
the  air  freight  load  factor.  The  total  load  factor  column 
in  every  case  includes  mail,  express  and  freight.  The  ter¬ 
mini  and  flight  numbers  do  not  indicate  the  exact  stops. 

Q.  Let  me  ask  you  about  that.  Take  flight  790.  It  reads 
Los  Angeles-Kansas  Citv-Chicago.  Those  are  not  neces¬ 
sarily  the  stops  it  made?  A.  No,  it  indicates  which  route 
it  operated  through.  For  example,  between  Los  Angeles 
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and  Kansas  City  that  flight  would  stop  at  Phoenix,  Al¬ 
buquerque  and  Wichita. 

Q.  On  what  basis  are  these  load  factors  computed!  A. 
These  arc  computed  from  the  available  ton-miles  based 
on  the  actual  flight’s  operation  for  each  portion  of  its  hop 
on  the  day  it  operated,  that  is,  the  fuel  requirements  and 
weather  and  so  forth  being  taken  into  consideration  and 
correlated  with  the  actual  ton-miles  carried  figured  on  a 
dead-weight  basis.  It  is  the  best  statistical  way  you  can 
figure  a  load  factor. 

Q.  In  other  words,  this  is  the  actual  load  factor  on  the 
plane  at  that  time  and  not  based  on  some  pre-determined 
weight  capacity?  A.  That  is  correct.  Under  such  condi¬ 
tions  it  is  impossible  to  have  load  factors  over  one  hun¬ 
dred  percent. 

Q.  Could  you  have  a  load  factor  of  125  percent!  A.  No, 
sir.  We  do  not  think  that  is  very  realistic. 

31394  Q.  Exhibit  6,  please.  Could  you  read  into  the 
record  please  the  total  ton-miles  figures  for  Oc¬ 
tober  and  November?  A.  The  ton-miles  shown  on  Ex¬ 
hibit  6  are  those  which  are  reported  to  the  CAB  on  form 
41,  October,  1948,  which  was  reported  on  form  41,  has  a 
total  which  can  be  inserted  under  the  right  hand  column, 
1,055,291.  I  have  a  November  preliminary  here  which  has 
not  been  completely  audited  yet  but  normally  it  is  very 
close. 

Our  November  preliminary,  1,086,270. 

Q.  You  have  no  break-down  at  this  time  between  com¬ 
bination  and  cargo  flights,  have  you?  A.  No,  I  have  not. 
The  preliminary  figures  from  Kansas  City  indicated  that 
it  would  be  roughly  76  percent  passenger  equipment  and 
about  23  percent  on  cargo  equipment  for  October. 

Q.  Have  you  the  total  ton-miles  for  the  eleven  months 
to  date  in  1948!  A.  Our  first  eleven  months  of  1948,  the 
actual,  8,848,000. 

Q.  Two  years  ago,  Mr.  Whitmer,  did  you  make  an  esti- 
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mate  of  the  amount  of  traffic  which  would  be  carried  in 
1948  in  this  proceeding?  A.  Yes,  in  the  first  hearing  in 
this  case,  in  November,  1946,  our  exhibits — and  the  record 
will  show  we  forecasted — gave  8.8  million  for  1948.  This 
forecast  was  later  revised  in  January  of  this  year  in  the 
air  freight  rate  ease,  I  believe,  to  9.8  million  for  1948. 
The  first  eleven  months  show  we  have  covered  8.8  million 
and  we  estimate  that  by  the  end  of  the  year  we  will  be 
within  ten  thousand  pounds  of  9.8. 

31395  To  me  that  means  we  took  a  very  realistic  look  at 
the  air  freight  picture  two  years  ago. 

Q.  Turn  to  Exhibit  7,  Mr.  Whitmer.  Page  1  shows  the 
number  of  shipments  in  the  various  weight  brackets,  does 
it  not?  A.  That  is  correct. 

Qj  In  July  and  September  of  1948,  did  TWA  have  any 
volume  breaks  in  its  tariff?  A.  No,  sir,  other  than  the 
one  hundred  pound  rate. 

Q.  Turn  to  Exhibit  9,  please.  Have  you  a  correction  to 
this  exhibit?  A.  Yes,  sir,  on  Page  3  of  Exhibit  9,  Septem¬ 
ber,!  1948,  New  York  shows  299  pounds  departing  east- 
bound.  That  299  pounds  should  be  in  the  westbound  col¬ 
umn,  which  would  increase  that  westbound  total  by  the 
amount  of  299  pounds. 

Qj  That  would  also  increase  the  total  to  that  page? 
A.  It  would  increase  the  total  for  that  month  by  299  and 
decrease  the  eastbound  column  by  299. 

Q.  It  is  obviously  impossible  to  have  an  eastbound  ship¬ 
ment  out  of  New  York  on  TWA.  A.  Rather  difficult, 
that  is,  on  the  domestic  division. 

Q.  In  September,  1938,  did  you  have  any  special  east- 
bound  rates?  A.  No,  sir. 

Q.  I  notice  that  the  total  tonnage  eastbound  and  west¬ 
bound  in  September,  1948,  shows  a  remarkable  balance. 
A.  We  have  experienced  a  well  balanced  eastbound  flow 
for  quite  some  time.  In  our  opinion  our  boys  are 

31396  doing  a  good  sales  job  on  the  west  coast. 
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Q.  It  is  to  that  fact  that  you  attribute  this  balance  flow? 
A.  A  great  deal  of  it. 

Q.  Exhibit  10,  please.  Does  this  exhibit  include  any 
COD  pick-up  and  delivery  or  any  other  charges?  A.  No, 
under  the  revenue  column,  it  is  purely  airport  to  airport 
transportation  charges.  All  COD’s,  pick-up  and  delivery 
and  any  other  accessorial  charges  have  been  eliminated. 

Q.  I  notice  you  have  an  unidentified  classification  on 

page  3.  A.  That  is  right.  This  exhibit  was  taken  from 

a  check  of  the  air  bills  and  the  men  would  come  to  an  air 

bill  that  would  sav  one  box  or  one  carton  that  we  could 

* 

not  identify  as  a  specific  commodity. 

We  simply  put  it  under  unidentified.  All  such  shipments 
move  at  general  commodity  rates. 

Q.  In  October,  1947,  did  you  have  a  deferred  rate  under 
eight  cents  a  ton-mile?  A.  No,  sir. 

Q.  Has  TWA  ever  had  deferred  rate?  A.  No,  sir. 

•  •  •  •  • 

31399 

•  •  •  •  • 

Cross  Examination 
By  Mr.  Zapple: 

Q.  "Where  does  TWA  keep  a  reserve  of  its  all-cargo 
carriers  that  serve  the  points  that  are  not  served  regularly 
on  an  all-cargo  basis?  A.  We  don’t  have  any  reserve  in 
the  sense  that  I  think  you  mean  the  reserve.  Utilizing 
these  5Y2  and  6  airplanes  for  regularly  scheduled  service 
there  will  be  hours  when  a  spare  appears  at  New  York 
and  Kansas  City  and  at  Los  Angeles.  That  is  in  between 
turn-around  times.  We  don’t  have  one  shipment  just 
sitting  out  here  waiting  to  do  something. 

Q.  That  was  the  point  I  had  in  mind.  Assuming  that 
L  was  a  shipper  at  Louisville —  A.  Well,  a  spare  would 
be,  if  any  exists,  in  that  turn-around  time,  at  Kansas 
City. 

Q.  And  you  would  then,  if  a  demand  arose  at  Louis¬ 
ville  for  a  shipment  of  ten  thousand  pounds,  dispatch 
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your  plane  from  one  of  your  terminals  to  Louisville  to 
pick  up  that  particular  cargo?  A.  It  would  depend 
entirely  upon  the  circumstances.  If  it  involved  a  lot  of 
ferry  mileage  to  ferry  from  Kansas  City  to  Louisville 
with  an  empty  airplane  and  pick  up  an  air  freight 

31400  shipment  and  move  it  back  into  Amarillo,  ferry 
it  back  to  Kansas  City  again,  I  doubt  if  we  would 

do  it  because  it  -would  be  uneconomical  but  if  we  could 
divert  a  flight  into  Louisville  we  would. 

Q.  What  criteria  do  you  use  in  determining  whether 
or  not  you  are  going  to  take  a  particular  shipment?  A. 
There  is  none.  We  leave  it  up  to  load  control  and  our 
flight  dispatchers  to  try  to  work  out  the  project  at  the 
time  it  is  involved. 

We  may  not  even  have  time  to  take  the  shipment  if 
we  wanted  to. 

Q.  Has  TWA  in  the  past  refused  to  take  any  cargo 
into  any  particular  point  under  those  circumstances? 
A.  Oh,  yes,  we  have  refused  cargo. 

Q.  How  many  times,  would  you  say?  A.  I  haven’t  the 
slightest  idea. 

•  •  *  •  • 

Examiner  Cusick:  I  have  a  question.  What  type  of 
equipment,  Mr.  Whitmer,  do  you  use  on  those  all-cargo 
schedules  that  you  referred  to  in  direct  testimony? 

The  Witness:  We  only  have  C-47’s,  Mr.  Examiner, 
DC-3  type. 

Examiner  Radcliffe:  I  have  one  question  with  reference 
to  your  Exhibit  No.  2,  where  you  show’  a  consignee 
served  at  an  off-line  point.  Is  that  an  interline  handling 
in  each  instance  or  could  an  off-line  point  be  a  city  within 
trucking  distance? 

31401  The  Witness:  It  could  be.  We  do  not  differ¬ 
entiate  here.  It  is  merely  a  consignee  to  an  off- 
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line  point.  It  might  be  interline  to  an  airline  or  interline 
to  a  trucking  line.  It  could  be  interline  by  rail. 

•  •  #  •  • 

Redirect  Examination 
By  Mr.  Lawler: 

Q.  In  answer  to  one  of  the  examiner’s  questions,  you 
stated  that  these  off-line  points  might  be  any  distance 
from  the  city.  They  are  always  outside  the  normal  pick¬ 
up  and  delivery  area,  are  they  not?  A.  Oh,  certainly. 

Q.  In  answer  to  another  question  of  one  of  the  examiners, 
you  stated  that  TWA  had  only  C-47’s  for  cargo  equip¬ 
ment,  did  you  not?  A.  Well,  I  am  sorry.  That  is  the 
domestic  portion.  We  also  have  C-54’s  used  on  inter¬ 
national.  We  have  international  operations. 

Q.  Would  you  state  very  briefly  the  reason 

31402  why  TWA  has  only  C-47’s  in  this  air  cargo  service? 
A.  Primarily  because  when  we  came  out  of  the 

war  situation  our  economic  structure  was  such  that  we 
could  not  and  did  not  have  a  back-log  of  C-54  equipment 
like  the  other  carriers  because  we  had  planned  our  entire 
future  operation  around  the  Constellation  airplane. 

As  a  result  we  have  a  fleet  of  Constellations  and  do 
not  have  the  back-log  of  C-54’s. 

Q.  Does  TWA  in  the  future  when  its  finances  will 
permit  intend  to  secure  cargo  equipment?  A.  We  very 
definitely  do. 

•  •  •  •  • 

31403 

•  •  •  •  • 

Paul  J.  Hebard 

was  called  as  a  witness  for  and  on  behalf  of  United  Air 
Lines,  Inc.,  and  having  been  duly  sworn,  was  examined 
and  testified  as  follows. 

Direct  Examination 
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31404 

•  •  •  •  • 

Bv  Mr.  Rett: 

•* 

•  *  #  •  • 

31405 

•  •  *  •  • 

Q.  Do  you  have  any  corrections  on  any  of  those  ex¬ 
hibits,  Mr.  Hebard?  A.  Yes,  on  Exhibit  U-4,  Page  18, 
Chicago-Seattle,  commodity  classification  No.  55,  that 
should  be  stricken,  the  whole  line.  The  classification, 
Number  of  shipments,  the  weight  in  pounds  and  the  ton- 
miles.  On  Exhibit  U-6,  Page  l-F-2,  opposite  Las  Vegas, 
Lihe  28,  there  should  be  inserted  in  the  column  entitled 
all  aircraft,  a  number  2  and  in  the  column  under  com¬ 
bination  air  craft,  DC-4,  there  should  be  a  2  inserted 
instead  of  the  1  that  appears  there. 

On  Exhibit  U-3  you  will  notice  the  commodity  classifica¬ 
tion  number  0-1  and  then  the  letters  “NOS”. 

Q.  Are  there  any  corrections  or  additions  you  want 
to  make  first  to  U-3,  Page  1?  A.  Yes,  the  title  to  that 
is  shown  key  to  commodity  codes  listed  by  number  in 
Exhibits  Nos.  U-4  and  -5.  To  that  should  be  added,  “and 
U-8”. 

Mr.  Rett:  I  would  like  to  state  for  the  record  at  this 
time,  Mr.  Examiner,  that  Exhibit  U-28  which  is  the  list 
of  shippers  we  received  last  night. 

I  have  reason  to  question  the  number  of  shippers  shown 
to  Los  Angeles.  I  have  made  a  telegraphic  request  yes¬ 
terday  for  a  check  on  that  figure.  I  had  expected  to 
have  had  a  reply  before  the  hearing  closed  but  I  probably 
will  not  so  what  I  would  like  to  do  as  to  the  figure  on 
Los  Angeles  is  to  supply  the  figure,  if  there  is  a  corrected 
figure,  by  a  letter  to  the  examiners  and  to  all  parties 
within  ten  days  after  the  hearing. 

31406  Examiner  Cusick:  Any  objections? 
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(No  response) 

Examiner  Cusick:  If  not,  it  is  so  agreed. 

•  •  •  •  • 

Q.  Do  you  have  any  remarks  to  make  on  that  exhibit? 
A.  This  exhibit  simply  lists  the  code  numbers  of  the 
commodities  which  are  shown  in  Exhibits  U-4,  -5  and  -8. 

Q.  Turn  to  Exhibit  U-4,  please.  Do  you  have  any  ex¬ 
planations  or  comments  on  this  exhibit?  A.  U-4,  U-5  and 
U-S  analyze  the  volumes  as  well  as  the  numbers  of  ship¬ 
ments  of  various  commodities  originated  at  United’s  sta¬ 
tions  during  the  month  of  July,  1948,  October,  1947,  and 
September,  1948.  These  shipments  are  not  only  those 
which  moved  exclusively  on  United  Air  Lines  but  also 
include  those  which  moved  interline. 

The  shipments  originated,  that  is,  on  United  and  went 
in  part  over  another  carrier.  These  data  do  not  include 
any  international  traffic  and,  of  course,  no  company 
material. 

These  exhibits  reveal  the  extent  to  which  United’s  freight 
operation  serves  not  only  the  large  cities  but  smaller 
intermediate  cities  as  well.  For  example,  freight  traffic 
originated  by  United  at  New  York  in  July,  1948, 
31407  involved  83  on-line  and  off-line  cities. 

Q.  Still  on  Exhibit  U-4,  you  said  it  included 
traffic  originating  at  United’s  cities  and  destined  to  on¬ 
line  points  of  United  or  off-line  points,  is  that  correct? 
A.  That  is  right. 

Q.  I  want  to  make  this  perfectly  clear.  It  does  not 
include,  does  it,  traffic  originating  on  another  air  carrier 
and  turned  over  by  that  air  carrier  to  United  Air  Lines? 
A.  No,  it  does  not. 

Q.  It  is  just  interline  one  way?  A.  That  is  right. 

Q.  Does  it  include  overseas  air  freight  traffic?  A.  It 
does  not  include  overseas  air  freight  traffic. 

Q.  How  were  the  ton-mile  figures  computed  as  shown 
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in  Exhibits  U-4,  -5  and  -8?  A.  They  were  computed  on 
the  number  of  shipments,  the  weight  in  pounds,  and  the 
minimum  inter-station  distance  between  any  two  points. 

Q.  Do  the  ton-miles  include  only  the  ton-miles  carried 
on  United  or  do  they  reflect  the  ton-miles  of  the  ship¬ 
ments  or  group  of  shipments  from  the  point  of  origin 
on  United  to  the  destinations  shown  under  the  column 
destination?  A.  Yes,  they  include  the  ton-miles  generated 
by  that  shipment  between  the  point  of  origin  and  the 
point  of  final  destination. 

Q.  And  the  mileage  used  in  computing  ton-miles  was 
what?  A.  The  minimum  inter-station  distance  as  shown 
in  the  Board’s  mileage  book. 

31408  Q.  How  do  you  report  ton-miles  to  the  Board? 

A.  The  ton-miles  reported  to  the  Board  would 
show  only  the  ton-miles  performed  by  United  Air  Lines 
in  the  transportation  of  these  shipments. 

Q.  Are  the  weights  used  in  the  preparation  of  these 
exhibits  dead-weight  or  billed  weight?  A.  They  are  dead¬ 
weight. 

Q.  In  your  reports  to  the  Board,  what  weights  do  you 
use  in  computing  tons  and  ton-miles?  A.  Dead-weight. 

Q.  Do  you  have  any  comments  on  Exhibits  U-7  and  -10 
or  any  explanations?  A.  Well,  Exhibit  U-7  shows  a  trend 
in  the  development  of  freight  express  traffic  on  United 
Air  Lines  from  January,  1947,  through  September,  1948. 
With  reference  to  U-10,  it  shows  the  importance  in  terms 
of  revenue  of  this  traffic  to  United.  These  two  exhibits 
also  indicate  that  cargo  volumes  and  revenues  are  high 
in  the  months  when  United’s  passenger  volumes  are 
low. 

Q.  Will  you  turn  back  to  Exhibit  U-9?  Will  you  state 
the  method  in  which  revenue,  ton-miles,  and  revenue 
return  per  ton-mile  were  computed  in  that  exhibit?  A. 
The  revenue  shown  in  this  column,  Exhibit  U-9,  is  the 
revenue  which  appears  in  the  air  bill,  that  is,  the  total 
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charge  for  the  transportation  of  the  various  shipments. 
The  ton-miles  are  the  ton-miles  which  are  generated  by 
the  shipment  moving  from  origin  on  United  Air  Lines  to 
point  of  destination. 

The  return  per  mile  figure  is,  of  course,  the 
31409  return  per  mile  as  derived  from  these  two  figures 
previously  spoken  about.  So  it  is  not  the  return 
per  mile  to  United  which  is  indicated  by  this  third 
column. 

Q.  In  other  words,  the  revenue  is  the  total  revenue 
for  the  full  length  of  the  shipment?  A.  That  is  right. 

Q.  And  ton-miles  likewise?  A.  That  is  correct. 

Q.  Are  the  data  in  this  exhibit  representative  of  the 
volumes  of  various  types  of  commodities  carried  by 
United?  A.  Yes,  they  are  representative  of  the  types 
of  commodities  carried  by  United. 

Q.  Subject  to  seasonal  variations?  A.  Yes,  subject  to 
seasonal  variations. 

Q.  Exhibit  U-28.  First  of  all,  does  the  shipper  in  this 
case  refer  to  the  consignor  or  the  consignee?  A.  It  refers 
to  the  consignor  in  each  instance. 

Q.  From  what  source  did  you  obtain  the  data?  A. 
These  were  obtained  from  reports  which  are  maintained 
by  the  various  stations  along  United  Air  Lines’  system. 

Q.  Turn  to  Exhibit  U-29,  please.  Will  you  explain 
how  the  figures  for  ton-miles,  average  pounds  per  ship¬ 
ment,  and  average  miles  per  shipment  were  obtained? 
A.  The  ton-mile  figure  is  the  total  of  the  ton-miles 
generated  by  the  shipments  shown  for  the  respective 
months  and  of  course  those  ton-miles  reflect  the  total 
ton-miles  generated  by  the  shipment  from  point  of  origin 
to  destination. 

The  average  miles  per  shipment,  of  course,  would  reflect 
that  overall  picture. 


31414 
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Harold  Crary 

•  •  *  •  • 

Direct  Examination 
By  Mr.  Rett: 

Q.  Mr.  Crary,  are  your  qualifications  set  out  in  Exhibit 
U-l  for  identification?  A.  They  are. 

Q.  Referring  to  Exhibit  U-2  for  identification,  Mr.  Crary, 
which  of  the  schedules  are  United’s  freight  schedules? 
A.  They  are  all  freight  schedules,  all  the  schedules  shown 
here. 

Q.  Which  are  United’s  exclusive  cargo  schedules?  A. 
I  think  to  summarize  this  briefly,  our  overall  all- 
31415  cargo  schedule  pattern  consists  of  round-trip 
service  with  four  engine  cargo  planes  between  New 
York  and  San  Francisco  and  New  York  and  Los  Angeles 
serving  the  intermediate  cities  on  various  flights  of  Newark, 
Philadelphia,  Cleveland,  Detroit,  Chicago  and  Denver.  In 
addition  to  the  four  engine  cargo  planes  which  I  have 
described  we  also  have  a  fleet  of  DC-3  all-cargo  liners 
which  operate  between  these  points:  601,  Newark- Allen- 
town-Youngstown-Akron-Cleveland-Chicago.  803,  Newark- 
Philadelphia-Cleveland-Chicago.  807,  Boston-Hartford- 
Cleveland-Toledo-Chicago. 

805,  New  York-Cleveland.  Eastbound,  the  regularly 
scheduled  DC-3  cargo  liners  are  trips  800,  Chicago-South 
Bend-Toledo-Cleveland-Philadelphia-New  York.  806,  Chi¬ 
cago-  Akron-Philadelphia-Newark.  808,  Chicago-Cleveland- 
Akron-Y  oungs  to  wn- Allentowm-N  ewark. 

802,  Cleveland,  Hartford  and  Boston.  In  addition  to  the 
schedules  shown  here  for  the  all-cargo  planes — 

Q.  Those  were  scheduled  service  you  referred  to?  A. 
That  is  correct.  In  addition  to  the  regularly  scheduled 
cargo  planes  I  referred  to,  United  offers  additional  all- 
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cargo  plane  schedules  by  virtue  of  flying  extra  sections 
of  all-cargo  planes  and  charter  flights  with  all  cargo 
planes. 

We  have  recently  established  in  Denver  a  pay  load 
control  center  through  wThich  all  requests  for  cargo  over 
and  beyond  the  normal  flow  are  channeled.  In  addition 
to  the  lift  which  is  shown  in  these  schedules  and  in  addi¬ 
tion  to  the  additional  all-cargo  service  I  enumerated  a 
moment  ago,  there  are  because  of  the  new  coordination 
through  the  Denver  pay  load  control  service  still 
31416  additional  lifts  offered  in  these  fonns:  We  make 
unscheduled  stops  to  points  on  our  route.  Between 
August  12  and  October  31  we  made  138  non-scheduled 
stops  for  freight.  These  were,  incidentally,  all-cargo 
planes.  In  addition,  we  control  through  the  Denver  center 
the  matter  of  extra  sections  for  all-cargo  planes  and 
during  that  same  period,  August  12  to  October  31,  we 
flew  140  extra  all-cargo  sections. 

That  is  1948.  In  addition  to  that,  we  get  additional 
lift  by  virtue  of  operating  combination  passenger  and 
freight  planes  writh  our  passenger  fleet  where  we  ferry 
planes  between  certain  points,  for  example,  because  of  . 
loads  available  at  some  other  points,  and  we  utilize  the 
ferry  mileage  for  additional  cargo  lift. 

We  also  get  cargo  lift  from  using  unused  space  on 
charter  flights.  I  am  referring  to  passenger  charter  flights, 
of  which  we  do  a  substantial  amount.  For  example,  when 
we  flew  Northwestern  University  recently  to  the  coast 
we  were  able  to  place  aboard  some  five  thousand  pounds 
of  cargo  and  in  space  not  used  in  connection  with  the 
charter. 

I  am  mentioning  these  facts  to  show  that  the  Denver 
control  center  has  a  grasp  of  the  cargo  lift  which  we 
must  make  which  we  didn’t  have  until  March  of  this 
year. 

Q.  Do  you  coordinate  your  all-cargo  services  with  the 
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combination  plane  services  serving  all  the  other  points 
on  your  system?  A.  Yes.  Both  the  all-cargo  and  the 
passenger  combination  ship  schedules  are  coordinated  as 
best  we  can  to  funnel  into  such  key  points  as  Cleveland, 
Chicago,  Denver,  San  Francisco. 

31417  Q.  In  summary,  the  cargo  service  is  provided  on 
combination  and  all-cargo  planes  regularly  sched¬ 
uled  plus  extra  sections,  non-scheduled  stops,  and  utiliza¬ 
tion  of  ferry  trips?  A.  That  is  correct. 

Q.  Turn  to  Exhibit  U-10,  please,  Mr.  Crary.  Taking  the 
first  three  quarters  of  1947  which  show  United’s  freight 
business  at  about  $1,414,000  and  the  first  three  quarters  of 
1948  as  shown  in  the  third  column,  $2,471,000  plus  in  air 
freight  business  of  United  in  that  quarter,  or  about  a  mil¬ 
lion  dollars  better  than  the  1947  three  quarters,  do  you  also 
have  the  October,  194S  figures?  A.  I  do. 

Q.  Do  you  also  have  tentative  November  figures  as  well 
as  an  estimate  on  December,  1948?  A.  I  do. 

Q.  What  are  those  figures,  please?  A.  In  October  our 
freight  revenue  was  $449,085.  Based  on  a  preliminary  esti¬ 
mate  from  the  controller’s  office,  our  November  freight  is 
around  $330,000.  Knowing  that  with  the  Christmas  sea¬ 
son  the  December  freight  is  always  heavy,  we  have  conser¬ 
vatively  assumed  that  the  revenue  for  December — 

Mr.  Beitel :  Mr.  Examiner,  I  object  to  estimates  of  future 
revenues  being  put  into  this  proceeding.  It  goes  beyond 
the  scope  of  the  Board’s  order.  Furthermore,  the  41  reports 
indicate  this  data  and  they  have  all  been  stipulated  in  the 
record  and  they  will  appear  as  a  fact  and  not  as  an  esti¬ 
mate. 

Examiner  Cusick:  This  is  just  for  December, 

31418  isn’t  it,  to  finish  out  the  year  for  the  fourth  quar¬ 
ter?  He  may  answer. 

The  Witness:  With  December  estimated  in  excess  of 
both  October  and  November,  United’s  revenue  for  freight 
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only  in  the  last  quarter  of  this  year  will  be  over  a  million 
dollars. 

By  Mr.  Rett: 

Q.  Which  would  be  something  in  the  neighborhood  of 
three  and  a  half  million  dollars  for  the  whole  year  of  1948, 
is  that  correct?  A.  That  is  correct,  and  about  a  million 
and  a  third  dollars  more  than  for  1947. 

Q.  On  the  same  exhibit,  Mr.  Crary,  in  the  first  column 
the  express  revenues  per  quarter  this  year  appear  to  be 
below  those  for  the  comparable  quarters  of  1947.  Do  you 
have  any  explanation  as  to  that?  A.  Yes,  that  reflects  a 
decrease  in  the  rate  of  return  from  the  REA  Air  Express 
dollar  rather  than  a  diminuation  of  the  volume.  With  the 
added  cost  which  the  REA  has  assumed  with  several  in¬ 
creases  in  driver’s  wages  and  in  the  spiral  which  has  caught 
all  industries,  we  get  less  out  of  the  REA  dollar  today  than 
we  did  a  year  ago. 

Therefore,  this  figure  should  be  interpreted  not  as  any 
sharp  falling  off  in  air  express. 

Q.  Will  you  turn  to  Exhibit  U-ll,  please,  Mr.  Crary, 
which  relates  to  coordination  of  service  with  the  motor 
truckers.  Just  how  does  that  coorinated  service  fit  into 
your  air  freight  operations?  A.  Although  the  great  ma¬ 
jority  of  cities  of  any  size  in  the  United  States  have 
31419  one  or  more  certificated  air  lines,  there  are  numer¬ 
ous  cities  adjacent  to  these  airports  which  do  not 
have  regular  service  or  even  airports.  Therefore,  we 
thought  it  would  be  advantageous  three  ways,  to  the  ship¬ 
ping  public,  to  United  Air  Lines,  and  also  to  the  truckers, 
if  we  could  interest  them  in  acting  as  over-the-road  truckers 
in  the  handling  of  cargo  to  and  from  airports.  By  that  I 
mean  to  and  from  cities  adjacent  to  established  airports. 

For  example,  without  going  into  detail,  you  will  see  in 
here  that  Nebraska  has  34  over-the-road  truckers  who  serve 
United  Air  Lines.  We  indoctrinate  these  people  with  items 
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about  our  service.  We  make  calls  on  them  and  encourage 
them  to  solicit  air  freight  which  would  otherwise  go  by  rail 
transportation. 

It  is  a  developing  process  but  our  experience  to  date  is 
such  that  we  feel  that  as  air  freight  becomes  in  more  com¬ 
mon  usage  the  over-the-road  trucker  has  a  definite  place  in 
the  air  freight  picture. 

Q.  These  over-the-road  truckers,  Mr.  Crary,  are  not  the 
same  as  this  pick-up  and  delivery  service  that  is  referred 
to  in  the  tariffs?  A.  No.  That  reference  is  to  pick-up  and 
delivery  service  in  cities. 

Q.  Would  you  refer  to  Exhibit  U-15,  please,  Mr.  Crary. 
I  am  referring  to  the  column  of  totals  of  freight  revenue 
ton-miles. 

Do  you  have  the  freight  revenue  ton-miles  carried  by 
United  on  all  types  of  equipment  for  the  month  of  October, 
1948?  A.  Yes,  I  have.  In  October  of  1948  in 
31420  i  freight  ton-miles  we  carried  1,878,062  ton-miles. 

Q.  Do  you  have  United’s  total  freight  revenue 
ton-miles  for  the  first  ten  months  of  1948  on  all  types  of 
equipment?  A.  I  do.  The  figure  for  the  first  ten  months 
of  1948  is  15,878,577. 

Q.  Is  that  figure  to  be  compared  with  the  7,724,000  ton- 
miles  carried  by  United  in  the  first  ten  months  of  1947? 
A.  It  is.  It  is  virtually  a  doubling  of  the  1947  traffic  for  a 
comparable  ten  months  period. 

Q.  Mr.  Crary,  has  United  applied  for  an  exemption  per¬ 
mitting  it  to  serve  military  air  bases  located  on  or  adja¬ 
cent  to  its  routes?  A.  Yes,  we  have.  We  have  applied  for 
a  temporary  exemption  to  serve  military  airports  atWest- 
over  Army  Base,  Chicopee  Falls,  Mass.,  which  is  adjacent 
to  Hartford,  Riverside  Air  Base,  which  is  thirty-five  miles 
from  Los  Angeles,  Fairfield  Army  Base,  which  is  near 
Sacramento,  California,  the  Sacramento  Army  Air  Base, 
the  Ogden  Army  Air  Base,  the  Middletown  Air  Base  which 
is  adjacent  to  Allentown. 
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The  history  of  that  application  is  this — 

Mr.  Miller:  Mr.  Examiner,  I  don’t  believe  we  need  to  go 
into  the  history  of  that.  I  don’t  object  to  the  fact  that  they 
have  so  applied  even  though  it  is  doubtful  that  that  is  with¬ 
in  the  scope  of  the  Board’s  order.  But  I  don’t  know  under 
what  part  of  the  Board’s  order  the  history  of  this  applica¬ 
tion  would  come. 

Mr.  Rett :  Let  me  put  it  this  way,  Mr.  Miller.  One  of  your 
witnesses,  I  believe  Mr.  Moorman,  testified  in  re- 
31421  lation  to  Slick’s  service  to  Army  air  bases  and 
somewhere  along  the  line  he  threw  in  the  remark, 
“And  now  the  certificated  carriers  are  following  suit.”  I 
will  ask  Mr.  Crary  the  direct  question  rather  than  the  his¬ 
tory  of  the  application.  The  thing  I  want  him  to  bring  out 
is  what  United  had  done  in  that  respect  prior  to  the  time 
it  filed  its  application.  In  other  words,  the  testimony  is  to 
answer  the  testimony  of  your  own  witness. 

Examiner  Cusick:  Do  you  withdraw  the  objection? 

Mr.  Miller:  I  will  withdraw  the  objection  so  long  as  it 
is  limited  to  that  proposition. 

By  Mr.  Rett: 

Q.  Prior  to  the  time  you  filed  this  application,  Mr.  Crary, 
was  United  in  contact  with  the  proper  officers  at  these  vari¬ 
ous  Army  air  bases?  A.  Yes.  During  the  war,  of  course, 
we  carried  a  very  substantial  amount  of  traffic  from  these 
Army  airports  by  order  of  the  military.  We  landed  at 
these  airports  just  as  we  are  proposing  to  do  now  with  ex¬ 
emptions.  Following  the  war  we  solicited  regularly  the 
transportation  officers  and  the  supply  officers  at  all  of  these 
airports  seeking  to  get  cargo  traffic,  in  view  of  the  fact  that 
United  operates,  for  example,  from  the  Sacramento  Airport 
which  is  close  to  Mather  Field  and  many  other  examples 
and  we  felt  that  the  average  army  officer  was  not  too  well 
indoctrinated  on  the  advantage  of  our  cargo  and  under 
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what  military  orders  he  could  use  it  in  preference  to  rail 
or  in  lieu  of  rail. 

I  might  say  here  that  at  no  time  did  any  army  officer  ever 
contact  United  Air  Lines  and  state  that  they  wished 

31422  United  Air  Lines  to  renew  the  war-time  practice 
of  occasionally  dropping  in  on  an  Army  air  base 

and  picking  up  cargo.  It  was  not  until  we  learned  in¬ 
directly  that  an  application  had  been  made  by  a  non- 
certificated  carrier,  Slick,  for  this  that  we  approached  the 
Army  again  and  asked  Colonel  Long  if  there  was  something 
about  United’s  service  which  necessitated  this  temporary 
exemption  and  pointed  out  that  we  had  never  received  any 
word  from  the  Army,  although  we  served  many  of  these 
airports,  that  they  wanted  us  to  do  it. 

His  reply  was  that  if  United  wished  to  make  a  similar 
application  they  should  do  so  and  that  the  Army  would 
recommend  the  temporary  exemption,  which  they  have 
done. 

Q.  Prior  to  the  time  United  filed  that  application,  Mr. 
Crarv,  you  had  been  continuously  contacting  these  trans¬ 
portation  officers  at  these  various  air  bases,  is  that  correct? 
A.  It  is  compulsory  in  every  district  traffic  manager’s 
monthly  report  to  enumerate  the  contacts  he  has  made  at 
these  Army  bases  seeking  traffic.  Another  thing  was  that 
immediately  after  the  news  came  out  about  the  increased 
activity  on  the  Berlin  Airlift  and  the  subtraction  of  planes 
from  the  Army  and  Navy  quota  for  that  lift,  we  intensified 
our  solicitation  of  all  of  these  Army  and  Navy  bases. 

Q.  If  the  exemption  is  granted  what  tariff  rate  do  you 
propose?  A.  Our  regular  tariff  rate  will  apply. 

Q.  Mr.  Crary,  testimony  was  also  given  at  this  hearing 
that  the  certificated  carriers  killed  the  Air  Cargo  Institute 
of  California.  What  do  you  have  to  say  in  regard  to  that 
insofar  as  United  is  concerned?  A.  That  is  defi- 

31423  nitelv  not  true.  I  handled  the  whole  affair  for 
United  and  also  was  present  "when  Mr.  Blount,  who 
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was  the  promoter  of  this  conference,  came  back  to  Chicago 
with  the  invitation  of  Air  Cargo  to  present  his  plan.  We 
had  already  made  a  subscription  to  the  Air  Cargo  Institute 
of  California  and  had  been  advised  by  officers  of  that  as¬ 
sociation  whom  we  called  on  in  Sacramento  that  our  sub¬ 
scription  was  satisfactory  in  view  of  the  air  line’s  financial 
situation  as  an  evidence  of  interest. 

The  reasons  why  we  did  not  see  fit  to  increase  our  sub¬ 
scription  are  that  Mr.  Blount  unsold  the  conference  by  his 
vagueness  and  his  inability  to  convince  us  that  he  could 
get  tangible  results.  Secondly,  his  inability  to  forecast 
what  his  budget  was  going  to  be  and  his  statement  that  it 
would  probably  have  to  be  increased,  to  what  extent  he 
didn’t  know,  and  the  reluctance  of  the  air  lines  to  run  into 
a  situation  which  might  grow,  “Topsy-fashion”  into  a  sub¬ 
stantial  organization. 

Third,  the  question  that  was  brought  out  that  if  the  air 
lines  endowed  the  Air  Cargo  Institute  of  California  that 
they  would  be  immediately  importuned  by  promoters  in¬ 
terested  in  establishing  similar  jobs  and  institutes  in  com¬ 
petitive  states,  states,  you  might  say  with  perishable  goods, 
like  Texas,  Florida,  and  other  sections  of  the  country. 

The  more  immediate  reason  and  a  compelling  one,  as  far 
as  United  was  concerned,  was  that  Mr.  Blount  was  in  our 
employ  for  four  years.  During  that  period  we  placed  in 
his  hands  tens  of  thousands  of  dollars  for  air  perish¬ 
able  promotion.  When  he  left  United  he  went  with  Slick 
Airways. 

31424  Mr.  Miller :  Mr.  Examiner,  I  have  no  objection  to 
this  other  than  the  fact  that  I  think  it  is  an  un¬ 
necessary  and  gratuitous  reflection  upon  a  former  em¬ 
ployee  and  I  don’t  believe  we  need  to  go  into  these  details. 
I  think  what  United  did  or  did  not  do  is  material  by  way 
of  rebuttal  but  I  don’t  think  we  should  encumber  this  rec¬ 
ord  with  the  feelings  of  this  company  toward  a  former 
employee. 
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Mrj  Rett:  I  don’t  think  we  want  to  encumber  the  record 
with  it.  He  is  explaining  the  reasons  why  United  did 
what 1  it  did  here,  as  far  as  the  Air  Cargo  Institute  of 
California  is  concerned.  I  don’t  think  it  is  with  particular 
feeling  as  far  as  a  former  employee  was  concerned. 

Examiner  Cusick:  Well,  couldn’t  it  be  limited  to  the 
fact  that  maybe  United  lacked  confidence  in  this  individual! 

Mr.  Rett:  He  didn’t  even  say  that.  That  was  not  the 
testimony  he  had. 

The  Witness:  I  think  I  can  summarize  this  pretty 
quickly. 

Examiner  Cusick:  Go  ahead. 

The  Witness:  'We  felt  that  we  had  already  made  quite 
an  investment  in  research,  that  we  had  now  in  our  posses¬ 
sion  the  things  that  Mr.  Blount  would  attempt  to  do  in 
this  institute,  and  frankly,  with  the  financial  situation 
of  the  Air  Lines  we  did  not  want  to  start  this  over  again 
and  we  think  the  time  has  come  to  act  on  the  material  we 
now  have  in  our  hands. 

Personally,  I  have  a  very  kindly  feeling  toward  Mr. 
Blount. 

By  Mr.  Rett: 

Q.  In  other  words,  similar  research  had  been 
31425  done  before!  A.  That  is  correct. 

Q.  Was  there  any  further  reason!  A.  That  is 
sufficient,  I  believe. 

Q.  Mr.  Crary,  Slick  Airways  presented  an  exhibit  in 
this  case,  SA-11,  which  is  entitled,  “recorded  requests  for 
demand  service  not  rendered.”  Does  United  Air  Lines 
receive  requests  for  service  to  off-line  points!  A.  Yes, 
we  receive  lots  of  requests  but  the  real  test  is  whether 
a  request  becomes  an  actuality  and  whether  something 
moves  on  the  request.  We  got  a  lot  of  requests  which 
we  ehdeavor  to  encourage,  for  people  to  call  us  about 
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service,  some  of  it  off-line.  We  find  that  as  in  any  other 
activity  of  buying,  you  have  a  lot  of  window  shoppers 
who  make  inquiries  but  when  the  price  is  stated  and 
other  factors  made  known  the  request  does  not  become 
an  actual  movement.  It  is  my  understanding  that  these 
are  recorded  requests  and  not  movements,  as  recorded  in 
this  exhibit. 

Q.  The  question  was  asked  of  Mr.  Hebard,  and  I  will 
ask  it  of  you,  Mr.  Crary,  does  United  receive  any  busi¬ 
ness  from  forwarders  and  consolidators?  A.  We  do.  We 
regard  a  forwarder  as  a  shipper.  We  move  his  material 
at  our  regular  published  tariff. 

Q.  In  other  -words,  as  a  common  carrier  you  would 
accept  shipments  from  him  as  well  as  from  any  other 
shipper?  A.  That  is  correct. 

Q.  Do  you  have  any  break-down  as  to  the  amount  of 
forwarder  or  consolidator  traffic  over  United?  A.  We  do 
not,  although  I  can  state  that  we  wouldn’t  be  too  often 
the  beneficiary  of  forwarder’s  business  because 
31426  we  do  not  have  spreads  in  our  rates  and  forwarders 
prefer  spreads. 

Q.  You  mean  volmne  weight  breaks?  A.  That  is  cor¬ 
rect. 

•  •  *  *  • 

31428 

•  *  *  *  * 

Cross  Examination 
By  Mr.  Zapple: 

Q.  Mr.  Crary  testified  about  the  number  of  all-cargo 
stops  made  at  points  not  regularly  scheduled  for  all-cargo 
service.  What  is  the  criteria  or  minimum  requirement 
before  an  all-cargo  plane  makes  a  stop  at  a  point  that 
is  not  regularly  scheduled?  A.  There  is  no  hard  and 
fast  rule.  We  analyze  the  shipment,  the  economics  of  it, 
the  period  which  that  shipment  would  have  to  be  delayed 
if  they  waited  for  a  regular  schedule.  Sometimes  the 
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humanitarian  urge  prompts  us  to  make  a  stop  for  some¬ 
thing  like  an  iron  lung  or  something  like  that.  There  is 
no  hard  and  fast  rule. 

Q.  What  were  the  average  minimum  requirements  on 
these  112  non-scheduled  stops  between  the  period  of  August 
12  and  October  1,  1948,  that  you  testified  to?  A.  I  don’t 
have  those  figures.  I  would  say,  to  be  as  honest  as  3 
can,  that  at  one  time  we  felt  that  there  should  be 
31429  a  shipment  of  around  five  hundred  pounds  to 
i  authorize  a  stop  but  that  has  been  varied,  depend¬ 
ing  upon  conditions. 

Q.  Do  you  keep  a  reserve  of  all-cargo  planes  at  specific 
points  to  dispatch  to  these  points  that  are  not  regularly 
served  by  all-cargo  planes?  A.  Yes,  we  have  reserve  all¬ 
cargo  planes  at  New  York,  Chicago  and  San  Francisco. 

Q.  Assuming  that  I  were  a  shipper  up  in  Spokane  or 
Seattle  and  I  had  a  thousand  pound  shipment  or  three 
thousand  pound  shipment,  would  you  dispatch  an  all¬ 
cargo  freighter  from  San  Francisco  to  Seattle?  A.  Where 
is  the  shipment  destined  to? 

Q.  We  will  assume  to  Chicago.  A.  We  would  consider 
that  on  the  economics.  We  might  and  we  might  not.  If 
we  could  carry  the  shipment  on  one  or  two  or  three 
schedules  to  Chicago  daily  we  would  tell  the  shipper  that 
Northwest  had  five  or  six  schedules  a  day  and  that  ser¬ 
vice  would  be  available  and  he  would  have  his  choice 
of  making  his  shipment  over  two  carriers. 

Q.  Who  determines  whether  you  make  that  shipment, 
your  Denver  central  pay  load  control?  A.  That  is  right. 

Q.  They  would  determine  whether  or  not  you  would 
turn  it  over  to  another  carrier  or  carry  it  on  an  all- 
cargo  ship?  A.  That  is  right  and  the  man  at  Spokane 
would  give  all  the  facts  which  prompted  him  to  make 
the  request  for  the  movement  on  United. 

•  •  •  *  • 
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•  *  *  *  • 

By  Mr.  Miller: 

Q.  Mr.  Crary,  have  you  changed  your  policy  with  respect 
to  minimum  requirements  for  on-call,  so  to  speak,  cargo 
stops  or  non-scheduled  cargo  plane  stops?  A.  Yes.  We 
used  to  have  a  limit  of  five  hundred  pounds.  I  think 
that  has  been  changed. 

Q.  Isn’t  it  a  fact  that  you  had  a  limit  of  four  hundred 
pounds  for  a  DC-3  cargo  liner  and  a  thousand  pounds 
for  your  four  engine  liners.  A.  That  is  the  old  reference. 

Q.  At  the  time  of  the  original  hearing  in  this 

31431  case,  those  were  the  minimum  requirements,  were 
they  not?  A.  They  were. 

*  •  •  •  • 

By  Mr.  Zapple: 

Q.  What  determines  whether  a  particular  point  would 
get  regular  cargo  service?  A.  On  the  demand. 

Q.  Let’s  take  Spokane.  A.  For  example,  you  can’t  tell 
by  the  size  of  a  town  whether  or  not  it  should  have 
service.  Some  of  the  best  cargo  towns  we  have  are  compara¬ 
tively  small  in  population  but  because  of  industrial  nature 
lend  themselves  to  cargo  carrying.  I  can  never  imagine  a 
town  like  The  Dalles  ever  even  asking  for  cargo  service, 
or  Beading,  Pennsylvania. 

Q.  Does  the  community  first  request  the  service  or 
does  the  cargo  have  to  be  developed  before  you  will  schedule 
an  all-cargo  service  or  do  you  determine  whether  or  not 
there  is  sufficient  potential  there  and  then  schedule  the 
all-cargo  service?  A.  Well,  we  are  hunting  for  air  freight 
and  we  explore  all  these  towns  to  see  how  much  we  can 
get.  Then  we  decide  whether  there  is  warrant  for  an 
all-cargo  ship  or  if  we  put  an  all-cargo  ship  in  there 
and  create  that  kind  of  an  all-cargo  service,  whether 
we  could  build  it  up. 


